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FOREWORD 


When the members of the Rowell-Sirois Commission began their collec- 
tive task in 1937, very littlhe was known about the evolution of the 
Canadian economy. What was Known, moreover, had not been exten- 
sively analyzed by the slender cadre of social scientists of the day. 

When we set out upon our task nearly 50 years later, we enjoyed a 
substantial advantage over our predecessors; we had a wealth of infor- 
mation. We inherited the work of scholars at universities across Canada 
and we had the benefit of the work of experts from private research 
institutes and publicly sponsored organizations such as the Ontario 
Economic Council and the Economic Council of Canada. Although 
there were still important gaps, our problem was not a shortage of 
information; it was to interrelate and integrate — to synthesize — the 
results of much of the information we already had. 

The mandate of this Commission is unusually broad. It encompasses 
many of the fundamental policy issues expected to confront the people 
of Canada and their governments for the next several decades. The 
nature of the mandate also identified, in advance, the subject matter for 
much of the research and suggested the scope of enquiry and the need for 
vigorous efforts to interrelate and integrate the research disciplines. The 
resulting research program, therefore, is particularly noteworthy in 
three respects: along with original research studies, it includes survey 
papers which synthesize work already done in specialized fields; it 
avoids duplication of work which, in the judgment of the Canadian 
research community, has already been well done; and, considered as a 
whole, it is the most thorough examination of the Canadian economic, 
political and legal systems ever undertaken by an independent agency. 

The Commission’s research program was carried out under the joint 


direction of three prominent and highly respected Canadian scholars: 
Dr. Ivan Bernier (Law and Constitutional Issues), Dr. Alan Cairns (Pol- 
itics and Institutions of Government) and Dr. David C. Smith (Economics). 

Dr. Ivan Bernier is Dean of the Faculty of Law at Laval University. 
Dr. Alan Cairns is former Head of the Department of Political Science at 
the University of British Columbia and, prior to joining the Commission, 
was William Lyon Mackenzie King Visiting Professor of Canadian Stud- 
ies at Harvard University. Dr. David C. Smith, former Head of the 
Department of Economics at Queen’s University in Kingston, is now 
Principal of that University. When Dr. Smith assumed his new respon- 
sibilities at Queen’s in September 1984, he was succeeded by 
Dr. Kenneth Norrie of the University of Alberta and John Sargent of the 
federal Department of Finance, who together acted as Co-directors of 
Research for the concluding phase of the Economics research program. 

I am confident that the efforts of the Research Directors, research 
coordinators and authors whose work appears in this and other volumes, 
have provided the community of Canadian scholars and policy makers 
with a series of publications that will continue to be of value for many 
years to come. And I hope that the value of the research program to 
Canadian scholarship will be enhanced by the fact that Commission 
research is being made available to interested readers in both English 
and French. 

I extend my personal thanks, and that of my fellow Commissioners, to 
the Research Directors and those immediately associated with them in 
the Commission’s research program. I also want to thank the members of 
the many research advisory groups whose counsel contributed so sub- 
stantially to'this undertaking. 


DONALD S. MACDONALD 


INTRODUCTION 


At its most general level, the Royal Commission’s research program has 
examined how the Canadian political economy can better adapt to change. 
As a basis of enquiry, this question reflects our belief that the future will 
always take us partly by surprise. Our political, legal and economic institu- 
tions should therefore be flexible enough to accommodate surprises and yet 
solid enough to ensure that they help us meet our future goals. This theme 
of an adaptive political economy led us to explore the interdependencies 
between political, legal and economic systems and drew our research efforts 
in an interdisciplinary direction. 

The sheer magnitude of the research output (more than 280 separate 
studies in 72 volumes) as well as its disciplinary and ideological diversity 
have, however, made complete integration impossible and, we have con- 
cluded, undesirable. The research output as a whole brings varying perspec- 
tives and methodologies to the study of common problems and we therefore 
urge readers to look beyond their particular field of interest and to explore 
topics across disciplines. 

The three research areas — Law and Constitutional Issues under Ivan 
Bernier, Politics and Institutions of Government under Alan Cairns, and 
Economics under David C. Smith (co-directed with Kenneth Norrie and 
John Sargent for the concluding pahse of the research program) — were 
further divided into 19 sections headed by research coordinators. 

The area Law and Constitutional Issues has been organized into five major 
sections headed by the research coordinators identified below. 

e Law, Society and the Economy — Ivan Bernier and Andrée Lajoie 
e The International Legal Environment —John J. Quinn 
e The Canadian Economic Union — Mark Krasnick 


e Harmonization of Laws in Canada — Ronald C. C. Cuming 
e Institutional and Constitutional Arrangements — Clare F. Beckton and 
A. Wayne MacKay 
Since law in its numerous manifestations is the most fundamental means 
of implementing state policy, it was necessary to investigate how and when 
law could be mobilized most effectively to address the problems raised by 
the Commission’s mandate. Adopting a broad perspective, researchers 
examined Canada’s legal system from the standpoint of how law evolves as 
a result of social, economic and political changes and how, in turn, law 
brings about changes in our social, economic and political conduct. 
Within Politics and Institutions of Government, research has been or- 
ganized into seven major sections. 
e Canada and the International Political Economy — Denis Stairs and 
Gilbert Winham 
e State and Society in the Modern Era — Keith Banting 
e Constitutionalism, Citizenship and Society — Alan Cairns and Cynthia 
Williams 
e The Politics of Canadian Federalism — Richard Simeon 
e Representative Institutions — Peter Aucoin 
e The Politics of Economic Policy — G. Bruce Doern 
e Industrial Policy — André Blais 
This area examines a number of developments which have led Canadians 
to question their ability to govern themselves wisely and effectively. Many 
of these developments are not unique to Canada and a number of compara- 
tive studies canvass and assess how others have coped with similar 
problems. Within the context of the Canadian heritage of parliamentary 
government, federalism, a mixed economy, and a bilingual and multicul- 
tural society, the research also explores ways of rearranging the relation- 
ships of power and influence among institutions to restore and enhance the 
fundamental democratic principles of representativeness, responsiveness 
and accountability. 
Economics research was organized into seven major sections. 
e Macroeconomics — John Sargent 
e Federalism and the Economic Union — Kenneth Norrie 
e Industrial Structure — Donald G. McFetridge 
e International Trade — John Whalley 
e Income Distribution and Economic Security — Francois Vaillancourt 
e Labour Markets and Labour Relations — Craig Riddell 
e Economic Ideas and Social Issues — David Laidler 
Economics research examines the allocation of Canada’s human and 
other resources, how institutions and policies affect this allocation, and the 
distribution of the gains from their use. It also considers the nature of 
economic development, the forces that shape our regional and industrial 


xl 


structure, and our economic interdependence with other countries. The 
thrust of the research in economics is to increase our comprehension of 
what determines our economic potential and how instruments of economic 
policy may move us closer to our future goals. 

One section from each of the three research areas — The Canadian 
Economic Union, The Politics of Canadian Federalism, and Federalism 
and the Economic Union — have been blended into one unified research 
effort. Consequently, the volumes on Federalism and the Economic Union 
as well as the volume on The North are the results of an interdisciplinary 
research effort. 

We owe a Special debt to the research coordinators. Not only did they 
organize, assemble and analyze the many research studies and combine 
their major findings in overviews, but they also made substantial contribu- 
tions to the Final Report. We wish to thank them for their performance, 
often under heavy pressure. 

Unfortunately, space does not permit us to thank all members of the 
Commission staff individually. However, we are particularly grateful to the 
Chairman, The Hon. Donald S. Macdonald; the Commission’s Executive 
Director, Gerald Godsoe; and the Director of Policy, Alan Nymark; all of 
whom were closely involved with the Research Program and played key 
roles in the contribution of Research to the Final Report. We wish to 
express Our appreciation to the commission’s Administrative Advisor, the 
late Harry Stewart, for his guidance and advice, and to the Director of 
Publishing, Ed Matheson, who managed the research publication process. 
A special thanks to Jamie Benidickson, Policy Coordinator and Special 
Assistant to the Chairman, who played a valuable liaison role between 
Research and the Chairman and Commissioners. We are also grateful to 
our office administrator, Donna Stebbing, and to our secretarial staff, 
Monique Carpentier, Barbara Cowtan, Tina DeLuca, Francoise Guilbault 
and Marilyn Sheldon. 

Finally, a well deserved thank you to our closest assistants, Jacques J.M. 
Shore, Law and Constitutional Issues; Cynthia Williams and her successor 
Karen Jackson, Politics and Institutions of Government; and I. Lilla Con- 
nidis, Economics. We appreciate not only their individual contribution to 
each research area, but also their cooperative contribution to the research 
program and the Commission. 

Ivan Bernier 
Alan Cairns 
David C. Smith 
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POSTSCRIPT 


Publication of this volume, No. 71 of the Commission’s research studies, 
was delayed because Richard Simeon, the senior author, carried a crushing 
_ workload during the Commission’s life that rendered impossible the com- 
pletion of the manuscript within the original timetable. When the 
Commission’s formal life ended, the authors returned to other time-com- 
suming responsibilities. 

As the research for and writing of this volume proceeded, the project 
became increasingly ambitious by reaching back to Confederation and 
forward to events that followed the Commission’s Report. Thus, happily, 
its belated appearance has added to the richness and subtlety of the presen- 
tation. 

This volume owes much to the Privy Council Office for maintaining 
interest in and support for its publication, and to Ed Matheson, the 
Commission’s Director of Publishing, and Eunice Thorne, both of Amper- 
sand Communications Services, for extending their managerial skills to the 
publication of this final volume. 

As the Research Director most closely involved, I congratulate Richard 
Simeon and Ian Robinson for their tenacity and for the wisdom and rigour 
of their analysis. They have greatly enriched our understanding of the 
federal pilgrimage on which Canadians have been engaged for more than a 
century. 

Alan Cairns 
Vancouver 
August 14, 1989 
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PREFACE 


This volume is the last of the Research Studies undertaken for the Royal — 
Commission on the Economic Union and Development Prospects for 
Canada. 

Early in their mandate the Commissioners recognized — as did their 
predecessors on the Rowell-Sirois Commission — that to understand the 
present and shape the future, we must comprehend the past. Accordingly, 
they asked that an historical survey of modern Canadian federalism be 
prepared as one of the Commission’s Research Studies. However, when the 
Commission was wound down in 1986, the task of completing that study 
remained. 

From the outset, we sought a comprehensive theoretical framework 
which would blend and integrate the roles of economic and social forces, 
political institutions and political culture. We perceived that the course of 
Canadian federalism was quite distinct from federations in other advanced 
industrial countries and we therefore considered it essential to retrace early 
experience, especially the character of the 1867 Confederation bargain and 
the experience of the Great Depression in which the tensions between new 
roles of the state and classical federal forms first appeared. As our work 
continued, we recognized that we must also come to grips with more recent 
events, especially the remarkable shift from the pervasive sense of crisis, 
conflict and disarray which marked the decade from 1974 to 1984 to the 
more harmonious “collaborative federalism” of the Mulroney era, which, 
as this book goes to press is being followed by a resurgence of linguistic and 
regional tensions surrounding debate on the Meech Lake Accord. 

We have thus moved well beyond our original assignment. Nonetheless, 
we believe we have been faithful to the Commission’s initial mandate. 


We write as political scientists, not as historians. This is not a history of 
great men and women; nor is it a commentary on memoranda culled from 
archives. We have relied largely on secondary sources and have con- 
centrated on the role of social and economic forces, institutional con- 
straints, ideas and collective actors which have shaped contemporary 
federalism. Our analysis and conclusions are very much our own — as are all 


errors of fact or interpretation. 
Richard Simeon 


Ian Robinson 
Kingston, 
1 September, 1989 
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Chapter 1 


Overview 


In June 1987 the heads of Canada’s federal and provincial governments 
gathered at a lakeside lodge in Quebec to hammer out the “Meech Lake 
Accord”. Two weeks later, after an all-night session in a Victorian office 
building at the foot of Parliament Hill, they signed the Constitutional 
Accord, 1987. The images of Canada embodied in the Accord and reflected 
in the subsequent debates illustrate long-standing political dilemmas which 
are central to Canadian federalism. 

How do we represent relations between the two great language groups in 
our political institutions? What kind of balance do we strike between 
regional and national loyalties and interests? How do we reconcile the 
sometimes competing values embedded in parliamentary government, the 
Charter of Human Rights and Freedoms, and federalism? What are the 
appropriate roles of federal and provincial governments, and how should 
we conduct the relations between them? To what extent should federal 
principles be reflected not only in intergovernmental relations but also 
within the central government itself? Does federalism, as it has evolved in 
Canada, effectively serve democratic values; does it provide the means for 
effective policy-making in a complex and sometimes threatening environ- 
ment? 

These have all been hotly contested questions throughout the history of 
the federation. In order to understand these issues and the language in 
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which they are expressed, we must first understand the forces which have 
shaped Canadian federalism since its beginning. That is our purpose in this 
study. 

First, we explore the dynamic relationship between a federal society, 
characterized by deeply-rooted territorial and linguistic interests and iden- 
tities, and a federal state, characterized by the division of political authority 
between two autonomous yet interdependent orders of government. This 
relationship is then considered in the context of Canada’s position within 
the larger North American and global political economy and also within 
the context of the changing role of the state, especially since World War II. 

The primary focus of this study is intergovernmental relations in the 
broadest sense. What are the roles of federal and provincial governments? 
How does the relative balance of power shift between them? What deter- 
mines the balance between co-operation and competition, conflict and 
harmony? What shapes the patterns of intergovernmental relations? 

In part, the answers to these questions are found in the actions of federal 
and provincial political elites deploying the resources supplied to them in 
the Constitution in order to further their own interests. The central argu- 
ment of this study, however, is that to understand intergovernmental rela- 
tions we must explore the economic, social and political settings within 
which intergovernmental relations are conducted. Without ignoring the 
role of federal institutions in maintaining and reinforcing the federal and 
territorial dimension of Canadian society, we give greater weight to the 
causal relationship between federal society and the federal state. Societal 
forces, interacting with institutional forms, are chiefly responsible for shifts 
in the division of powers, fluctuations in the nature and intensity of inter- 
governmental conflict, and the changing character of the Canadian state. 
Therefore, this study places special emphasis on the organization, mobiliza- 
tion and activities of collective interests and identities, and on the political 
parties, interest groups and governments that shape and express them. The 
relative importance of these contending interests, the language in which 
they are expressed, and the issues around which they crystalize are central 
to this analysis. 

Such social forces are of two kinds. First are those which are primarily 
organized along territorial or federal lines — language, region, province. 
These are the divisions that made federalism necessary in the first place and 
which remain fundamental to understanding Canadian federalism. Second 
are divisions which, to varying degrees, cut across or transcend territorial 
lines, notably class and, more recently, gender. To some extent, such 
divisions have challenged the preoccupation of Canadian politics with the 
older divisions and have criticized the political system that entrenches 
them. As will be seen, the federal system has responded to the emergence 
of these new social forces and, in turn, has shaped and channeled them. 
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We do notsee the history of Canadian federalism as a natural progression 
from “traditional” to “modern” cleavages or from decentralized to central- 
ized political authority. Old identities and ideologies have not been dis- 
placed by new ones; instead, we contend that old and new identities have 
been integrated into more or less dynamic syntheses, in which both ter- 
ritorial and non-territorial bargains or accommodations are continually 
being formed, eroded and reformed. The stimulus for such change comes 
from both external — largely economic — forces operating on Canada and 
from underlying social and economic changes within the country. These 
changes highlight some divisions and overshadow others. They pose new 
policy challenges to which various groups must respond and they inject new 
values into Canadian political debates. 

In the years following World War II in Canada, as elsewhere, social and 
economic change has been associated with massive growth in the size of 
government and the extent of its roles and responsibilities. One of our 
central tasks, therefore, has been to explain the impact of these develop- 
ments on federalism. For some, the lesson was clear: federalism was an 
obsolete form, incapable of responding to new needs and expectations. The 
prescription was centralization. But the constellation of forces that 
developed in the early years of confederation ensured that this would not 
happen. Instead, the “Keynesian welfare state” was established within the 
largely unchanged framework of the federal constitution of 1867. Both 
levels of government responded to the new agenda, greatly increasing the 
interdependence among governments and the opportunities for conflict 
between them. Again, this distinctively Canadian pattern — the analysis of 
which takes up the bulk of this work — can be understood only if we 
understand the foundations laid down previously. 

Throughout this study, we treat federalism as both a dependent and an 
independent variable. As a dependent variable the focus is on the forces 
which explain the pattern of intergovernmental relationships. As an inde- 
pendent variable, federalism in general and the specific forms which 
emerged in Canada have had important consequences for the ways in which 
interests are organized, the strategies they must adopt, the issues which 
have been debated, and the policy alternatives which have been chosen. 
Like other countries, Canada adopted the Keynesian welfare state, but its 
form and timing were greatly influenced by federalism. Much of this study, 
therefore, explores policy formation within the federal system. 

Thus, in the pages that follow, we seek to answer two central questions. 
First, what drives Canadian federalism; how can we explain change? 
Second, what differences has federalism made to Canadians as we explore 
new policy agendas and respond to a changing society and changing values? 
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Organization 


Chapter 2 presents in more detail the theoretical underpinnings which 
guide our study, linking them to the alternative models which have shaped 
the analysis of federalism in Canada. 

In Chapter 3 we set out the “Confederation bargain” and show that many 
of the ambiguities and dilemmas which remain with us — in the Meech Lake 
debate for example — are embedded in the British North America Act itself. 
The history is set in motion in Chapter 4, as we explain the forces which 
moved the federation from the centralized, quasi-federal model cham- 
pioned by Sir John A. Macdonald to the more province-centred model 
endorsed by Wilfrid Laurier. 

The Great Depression and World War II provoked the crisis and trans- 
formation of the Canadian political economy that we examine in Chapters 
5 and 6. The Depression raised two fundamental questions: could 
democratic capitalism survive its economic and social contradictions, and 
could Canadian federal institutions effectively implement reform? The war 
years demonstrated that the federal government could respond rapidly and 
effectively to extraordinary new demands and that it could command the 
support of a majority for its national and international purposes; but they 
also showed that such periods of federal dominance are temporary and 
conditional. 

In Chapter 7 we provide the theoretical basis for our analysis of the 
modern era. We present and criticize the ideas of those who argue that 
modernization and centralization go hand-in-hand, displacing territorial 
divisions with class divisions at the societal level and centralizing authority 
and initiative at the level of the state. We suggest, instead, that modern- 
ization is equally consistent with increased diversity and pluralism in society 
and with highly dispersed state power. Chapter 8 surveys the post-war 
reconstruction period from 1947 to 1957, exploring how it was possible to 
implement the new political economy through intergovernmental coopera- 
tion under federal leadership while avoiding major constitutional change. 
The expansion of the state, however, ruptured the linguistic accommoda- 
tion and rendered obsolete the classical model of federalism which had 
prevailed since Laurier’s time. In Chapter 9 we explore how these develop- 
ments combined with the Quiet Revolution in Quebec to pose a fundamen- 
tal challenge to the federal system. Almost overnight, the dominant 
coalition in Quebec — previously conservative and anti-statist — became the 
most activist and interventionist in the federation. It embraced the new 
political agenda, but sought to implement it through a provincial state, 
creating intense pressures for decentralization. 

Chapter 10, spanning the next decade from 1974 to 1984, describes a 
“compound crisis” of the federal system. The failure to achieve a new 
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linguistic accommodation resulted in the election of the Parti Québécois, 
dedicated to Quebec’s independence. Further, changes in the global 
economy, such as the energy crisis and stagflation, exacerbated regional 
divisions and put great strain on the postwar class accommodations. The 
response was a serious questioning both of the role of the state, and of the 
efficacy of federalism. 

Two responses were possible: to abandon cooperative federalism in 
favour ofa more centralized, unilateral and competitive model; or to extend 
cooperative federalism by further decentralization and by institutionalizing 
federal-provincial collaboration as the dominant mode of Canadian policy- 
making. After 1980, Prime Minister Trudeau’s “New Federalism” sought, 
with only partial success, to realize the first possibility. Since his election in 
1984, Prime Minister Mulroney has sought to realize the second possibility, 
a process which culminated in the Meech Lake Accord. 

In Chapter 11 we trace the Mulroney approach to federalism, exploring 
its contradictions just as we explored those of the Trudeau model in the 
previous chapter. 

Finally, in Chapter 12, we consider the lessons of our history and relate 
them to the future of Canadian federalism. We assess the links between 
federalism and the fundamental political values of democracy, community 
and political effectiveness as Canada faces challenges arising from changes 
in both the domestic society and the international political economy. 
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Chapter 2 


Collective Action, Societal Differences and 
Theories of Canadian Federalism 


Canadian federalism has been shaped by two sorts of pressure. First is the 
pressure exerted by changes in the prevailing conceptions of the ap- 
propriate relations between the national and subnational political com- 
munities. Such pressure affects changes in the distribution of material 
resources, legal powers and political responsibilities between the two or- 
ders of government — i1.e., changes in the degree of centralization. Second 
is the pressure exerted by changing ideas of social justice. Although the 
effect of such pressure on federalism is less direct, it nonetheless bears 
heavily on changing views concerning the economic and social roles the 
state ought to play. Such changes have fundamentally altered the character 
of federalism, shifting it from the “watertight compartments” of classical 
federalism to the “de facto concurrency” of modern federalism and a new 
logic of intergovernmental relations. 

Ideas about political community and social justice are ideological aspects 
of wider political principles. In theory, every individual is able to hold and 
to press his or her own political views. In practice, however, most par- 
ticipate only at the margins of politics, voting once every four years, or 
responding to the occasional opinion poll. Their views are relevant to 
political outcomes only insofar as they are organized into large or powerful 
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“collective actors” such as governments, political parties, religious or- 
ganizations, private corporations and trade unions (Olson, 1971). 

Contemporary Canadian federalism has been shaped by the conflicts 
between such collectivities which have vied for control over — or influence 
within — the Canadian state. Each has sought to shape the state and society 
according to its vision of political community and social justice. But such 
visions are by no means self-evident; nor are they determined simply by 
“objective” considerations such as the primary language, region of 
residence or class position of the members of the competing collective 
(Levine, Wright & Sober, 1987, pp. 67-84; Przeworski, 1985a). Rather, they 
are the products of debates, compromises and agreements — conflict and 
cooperation — within and between the major collective actors (Moe, 1980, 
pp. 73-113; Sabel, 1984, pp. 127-32, 186-90). 

As the relative economic and political power of the collective actors has 
changed, there have been corresponding changes in the Canadian state, and 
in the division of powers between the two orders of government. The central 
role of collective actors in political life suggests that any account of the 
changing character of Canadian federalism must answer three questions: 
first, what conditions must be met for a collective actor to occupy an 
important position in the political space; second, why do the goals and 
values they pursue change over time; and third, why does one coalition 
prevail in one period but not in another? 

Political conflict presupposes at least two collective actors, each capable 
of mobilizing large numbers of followers and other political resources. 
Where this condition is met, there is a discernable “societal cleavage” 
(Lipset and Rokkan, 1967). Where it is not met, there is a one-sided 
concentration of power and often severe exploitation, but political 
mobilization is limited or non-existent (Gaventa, 1980, pp. 1-32). In 
Canada, for example, class differences were not able to rival the political 
importance of regional or ethnic cleavages until the settlement of the 
prairies created a relatively homogenous, well organized class of grain 
farmers. Industrialization and the growth of trade unions did the same for 
the urban working class. The emergence of gender-based conflicts is closely 
correlated with the mass entry of women into the paid workforce, providing 
more women with more financial independence than they had hitherto 
possessed. Thus, increases in conflict are often a product of reduced power 
inequalities between the competing players. 

Two factors determine the relative power of a collectivity: the economic 
and political resources at its disposal; and the solidarity of its membership, 
including their commitment to protect and promote the interests of the 
collectivity (McAdam, 1982, pp. 1-65; Moe, 1980, pp. 1-9, 113-44). The 
material resources available to a collectivity depend, above all, upon its 
relation to the two most important sites of power in capitalist industrial 
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democracies: the means of economic production and the state. Owners and 
managers of the principal means of production have more resources at their 
disposal than non-owners and managers. Governments have varying 
degrees of economic power, depending upon their capacity to regulate 
private economic actors, the degree of goverment ownership and their 
capacity to tax the population (Lindblom, 1977, pp. 170-200). 

The ability to control the authority of the state depends on the size of a 
collective actor’s membership, and the capacity of its leaders to mobilize 
these members to participate in the democratic process. The nature of 
political institutions is relevant here: if political action entails the 
“mobilization of bias”, political institutions bring a certain bias to bear on 
the logic of mobilization (Schattschneider, 1960). Federalism, with its 
provincial governments implies easier access to some measure of political 
power for groups whose members are clustered together in the same region. 
It is this characteristic of federal systems that led maritimers and fran- 
cophones (who recognized that they would become minorities in the new 
nation) to insist on such institutions in 1867. The enduring impact of the 
federal structure of the Canadian state has been to make it easier to 
organize and mobilize collectivities that are territorially concentrated than 
those which are not. This is one of several reasons why ethnic and other 
differences that are regionally based have been more dominant in Canada 
than have class differences. 

A nascent popular movement, lacking the material resources required to 
offer “selective incentives” to its members or potential members must rely 
more on “non-material” resources such as a sense of moral outrage or a 
desire for justice to induce them to engage in collective action (Moe, 1980, 
pp. 113-44). Such “ethical” motives serve as a viable basis for collective 
action only if individuals have a strong sense of collective identity, self- 
respect and dignity. 

An individual must, for example, think of him/herself as a francophone 
before he/she will rally to a call from an organization purporting to defend 
the interests of francophones from some putative threat. A collective 
identity distinguishes members from non-members, and provides an ac- 
count of the character and significance of the particular community defined 
in this way (See, 1986, pp. 1-32). It provides a lens which defines “us” and 
“them”, and which identifies the set of people with whom one shares 
common goals and interests. Historically, the primary bases of collective 
identity in Canada have been ethnicity, encompassing language, religion 
and culture; class, in terms of economic function; and region, as demarcated 
by political boundaries, first as British North American colonies, and then 
as Canadian provinces and territories. 

While these bases of collective identity have remained relatively constant 
throughout our history, the substance of each has changed in important 
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ways. Ethnicity, for example, was originally linked to religious affiliation. 
Today, language is its principal expression. 

The relationship between the three primary bases has also changed. In 
1867, the community of French Canadians was considered to be Canada- 
wide. By 1925, it was effectively relegated to the province of Quebec. This 
produced a new, provincially-based form of collective identity which is 
today characterized as “Quebec nationalism”. 

Since most collectivities rely upon their members’ sense of moral obliga- 
tion to their community, it is logical for them to articulate their goals as 
demands for social justice. Hence, the growing importance of issues of 
social justice as the extension of democracy encouraged popular move- 
ments to mobilize in pursuit of political power. This helps to explain why 
an ideology which promotes solidarity of its adherents and obliges them to 
_ defend the collectivity (as with nationalism organized around ethnic and 
regional considerations, and populism organized around class differences) 
have become the principal challenges to the status quo in Canadian politics 
since 1900. Only an appeal to powerful normative ideals could overcome 
the lack of access to economic and state power and the material incentives 
that such power can make available. 

This also suggests why governments with plans to implement policies 
based on such ideologies are more likely to come to power at the provincial 
level and, once elected, seek to increase the powers of provincial govern- 
ments. It is easier to develop a sense of solidarity among a relatively 
homogenous population — in terms of class, ethnicity and region than it is 
in diverse societies. Having gained provincial power, such collective actors 
seek to increase the power of provincial governments both to enact their 
program at that level and, in some cases, to “bootstrap” themselves to 
power at the national level. This is the logic behind the province-building 
initiatives that have characterized Canadian federalism at various stages of 
its development. It also sheds light on why provincial governments have 
become the principal exponents of communitarian values and solidarity 
politics in Canada, while the federal government has associated itself more 
with universalist political ideologies and the Charter of Rights. 

Yet, these considerations do not account for other important changes 
such as the extension of federal power, with little regional conflict, between 
+ 1939 and 1957. Nor do they explain the decentralizing trend that began in 
1960 or the escalation of regional conflict after 1973. 

These examples show that while the structure of Canadian society and of 
its federal institutions combine to ensure that regional and linguistic 
divisions are the primary bases of conflict, the forms this conflict takes and 
its importance relative to class divisions varies. These variations have 
important consequences for the politics of federalism. For example, a 
regionalist movement may stress the need to increase its capacity to exercise 
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influence over the central government and extract benefits from it — or it 
may demand increased autonomy and freedom from the centre. With 
limited resources of their own, Maritimers have stressed the former; 
Quebecers have emphasized the latter. Western regionalism has taken both 
forms. The Progressive movement sought greater influence at the centre; 
the province-builders of the seventies sought mainly the freedom to control 
their own resources to pursue provincial autonomy. 

In addition, the relative importance of the three chief lines of division we 
trace throughout this work varies. On the one hand is a long-term trend 
through which non-territorial class and other interests have grown in 
importance. On the other hand, economic circumstances and the resulting 
policy agenda tend to “energize” or tap differing interests and identities at 
different times. Thus, regional conflict was relatively muted in the immedi- 
ate post-war era when the broad consensus on constructing the welfare state 
highlighted class considerations. There was relatively little sense that these 
concerns would pit British Columbians against Ontarians or New- 
foundlanders. But the energy conflicts of the 1970s tapped regional dif- 
ferences of interest directly; they pitted workers and capitalists in Alberta 
and Saskatchewan against workers and capitalists in consuming provinces. 
One of our central tasks, therefore, is to trace such shifts in the intensity of 
conflict across all three divisions, in the articulation of these conflicts by 
political actors and in the implications of both of these for federalism. Thus, 
the three lines of social cleavage — language, region and class — and the 
collective actors which express them — governments, parties, trade unions 
and others — are the pivotal factors in our analysis. We explore how these 
divisions change in response to changes in external forces and the domestic 
society and how these changes then shape the politics of federalism and 
intergovernmental relations. 

It is useful to contrast the approach we employ in this work with those 
that have hitherto characterized the study of Canadian federalism. 

The public choice approach explains the driving force of federalism in 
terms of the competition between rival governments at the federal and 
provincial levels. Each government is seen to be motivated by the desire to 
maximize its power (revenues, jurisdiction, etc.) relative to the others, using 
all the resources available to it, including public support, powerful symbols 
and constitutional authority. The causal relationship flows from state to 
society, and from elites to masses. 

Some versions of the public choice approach consider the consequences 
of such elite power-seeking as benign — as competition for wealth in 
economic markets, for example, is held to maximize consumer satisfaction. 
Thus, intergovernmental competition for voter support is held to maximize 
governmental responsiveness to citizen preferences (Breton, 1985). Other 
versions contend that the process is perverse. They argue that the competi- 
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tion for power is so “imperfect” that it does not constrain state elites; this 
leads to escalating intergovernmental conflict and a widening gap between 
government policies and popular preferences (Cairns, 1977, 1979). 

We adopt some elements of both variants of the public choice model. 
Federal and provincial governments have sought to expand their power and 
political support. To this end, their approach to federalism reflects their 
institutional interests. But political actors seldom pursue power for their 
own sake alone. They seek broader goals, defined by their ideologies or 
vision of the good and the possible, and these considerations both direct 
and constrain their pursuit of power. Consequently, to explain political 
action as no more than the drive to increase power is partial and misleading. 

Even if all politicians and bureaucrats are “power maximizers”, such an 
assumption provides little help in explaining change in the federal system. 
If the drive for power is a constant, then change must originate elsewhere. 
And that change must come in the institutional, social and economic 
environment in which these leaders operate. The environment generates 
the issues to which they must respond, the bargaining resources available 
to them and their ability to win popular support. It also generates con- 
straints on their freedom of action. Our approach stresses this environ- 
ment; it focuses on the social and economic context within which elite 
activity takes place. Hence, we shift the focus away from elites and institu- 
tions to the changing balance of power among the underlying social forces. 

The political economy approach — or perhaps more properly, approaches 
— focusses directly on societal actors and structures, making economic 
Classes, rather than political elites, the key collective actors. One version of 
their approach sees the dynamic of federalism as a struggle between classes 
or among “fractions” of classes — each concentrated in a particular region 
and each with privileged access to one or another government. It therefore 
sees federal-provincial conflict as at root an expression of class conflict. The 
clearest example of this view is Macpherson’s Democracy in Alberta, seeing 
Alberta provincialism as an expression of the class interests of small farmers 
in Opposition to business interests centered in Ontario. 

A second version, Characteristic of writers such as Underhill (1937) and 
Porter (1965) saw federalism itself as a device which undercut and blocked 
the emergence of class-based politics. Their fundamental premise was that 
the Canadian emphasis on territorial divisions, federalism and “national 
unity” was a deliberate mystification — or, at best, an atavistic fascination 
with pre-industrial categories — which limited the role of the state, inhibited 
the organization of labour, and prevented the emergence of a “creative”, 
class-based politics. A third view suggested that economic developments 
were creating “new fractions of the bourgeoisie” tied to emergent industries 
and whatever order of government has jurisdiction over them (Pratt & 
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Richards, 1979; Stevenson, 1977, 1979, 1981). Hence, federal-provincial 
conflict was largely a struggle within the business class. 

We agree that the political mobilization of the working classes, and the 
role and strength of the collective actors rooted in a collective identity — 
such as organized labour and the CCF/NDP — have been relatively neglected 
forces shaping the evolution of the federal system. They have created 
pressures to reorient Canadian politics from a linguistic to a class mode and 
to expand the roles of government, to which federal institutions have had 
to adapt. Conversely, the federal and regionally diversified characteristics 
of the Canadian polity have significantly shaped the evolution of class 
politics in this country (See, 1986, pp. 29-32). We therefore give consider- 
able attention not only to region and language, but also to class throughout 
this study. 

We do not believe, however, that federal-provincial politics can be un- 
derstood simply in class terms. Class has not been the only important basis 
of collective identity and mobilization in Canada. Nor do we attribute the 
persistence of regional and linguistic identities to the manipulations of 
economic elites and their political servants. We ascribe more autonomy 
both to these non-class identities and to state institutions. Therefore, we 
believe that it is inaccurate to reduce the complexities of ethnic and regional 
conflict to the level of a disguised or confused class conflict. We do recog- 
nize, however, that there is frequently a class dimension to these struggles. 
We agree with Stanley Ryerson when he writes: 


Classes embody relationships of property and work in the context of a mode of 
production. The nation-community embodies relationships of a different order. 
Hence, while it is inseparable historically from class structures and modes of 
production, the national community is more than just an aspect of any one of 
them. This is so because the nation-community embodies an identity, linguistic 
and cultural, that is not simply an “effect” of class, however closely its evolution 
may be interwoven with the shifting patterns of class relations and struggles. 

(in Teeple, 1972, p. 224; cited in See, 1986, p. 16) 


We also agree with the political economy approach, when it assigns great 
importance to the changing international circumstances in shaping inter- 
regional conflict. Much of our analysis explores the impact of changing 
global markets on the relative well-being of Canadian regions. Changing 
global terms of trade also shift the terms of trade — and hence the sources 
of political conflict — within the Canadian federal system. The energy crisis, 
for example precipitated by the rise and fall of international oil prices, 
pitted workers and capitalists in one region against those in others. 

The political culture approach, like ours, places the fundamental dynamic 
of federalism in citizens’ collective identities, values, and perceptions of 
their interests, and places alternative concepts of political community and 
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justice at the heart of an understanding of the conflicts that animate 
Canadian federalism (Bell & Tepperman, 1979; Simeon & Elkins, 1980). 

However, this approach has two important flaws. First, if public choice 
theories write society out of the equation, political culture theorists tend 
to write out governmental actors, seeing them as simply responding to 
underlying pressures. We see a dialectical relationship between culture and 
institutions. Second, like the public choice approach, the political culture 
approach is essentially static. By definition, “cultures” change relatively 
slowly; they encompass long-standing ethnic, regional and class identities. 
But the substance of each of these identities, the issues around which their 
differences crystallize, the discourse in which they are expressed, the resour- 
ces each is able to mobilize and its salience relative to the other identities 
within Canadian society are all variables which must be explained. To do 
this, we must look to the mobilizing activities of collective actors, and 
changes in objective circumstances of the sort stressed by the political 
economists. 

The /egal-institutional approach tends not to ask what shapes or changes 
the character of federal institutions, but rather to ask what effects they have 
on the society, public policy, and the like. The fact that in Canada federalism 
builds the territorial dimension of politics directly into our institutional 
framework is held to entrench and reinforce the strength of provincial 
identities, and to undermine and weaken other bases of identity. It is also 
held to explain certain aspects of Canadian public policy, such as the 
relatively late development of the welfare state and the decentralized form 
that it took (Simeon, 1972; Banting, 1987). 

We agree: federalism does tend to “organize” territorial issues into 
Canadian politics and to organize other issues out. Constitutional rules 
certainly provide resources to particular actors in particular circumstances; 
that is precisely why they have been so hotly contested. But, like the public 
choice model, the institutional approach does not explain change, the focus 
of our concern. Changes are not the result of the internal logic of institu- 
tions; rather, they derive from the interaction of the institutions and the the 
underlying society. Indeed, until the advent of the Charter of Rights, what 
was most striking about the institutions of Canadian federalism was how 
little formal, constitutional change had occurred, while the politics of 
federalism underwent dramatic change. 

Thus, we seek to avoid the extremes of a society-centered or a state- 
centered model. We draw on all the approaches discussed above. While the 
resulting analysis lacks the elegance and drive of a “single factor” model, 
we believe it captures and makes sense of a complex reality with minimum 
distortion. 
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4 


Classical Federalism: Origins and Dynamics 


PART II 


The forces unleashed by the Depression and World War II changed 
Canadian society and generated new roles for the state. These changes, in 
turn, transformed the institutions and practices of Canadian federalism. 
The state and society so transformed were already fifty years old — linguistic 
and regional divisions had become entrenched, class cleavages were grow- 
ing, and federal institutions had taken strong root. This legacy shaped the 
emergence of modern federalism. 
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Chapter 3 


The Confederation Settlement 


The constitution-makers who gathered at Quebec and Charlottetown 
knew roughly what they wanted to achieve — a new nation, continental in 
span and capable of building a new basis for economic prosperity now that 
the era of British mercantilism was at an end. There were two difficult 
questions; how were they to manage the intense linguistic and religious 
differences which had wrecked the experiment of 1840, and how could this 
ethnic accommodation be institutionalized in a workable form? These two 
analytically distinct questions were bound inextricably together in practice. 
Any political solution, however principled, which could not be embodied 
in workable institutions was unconvincing and, hence, was not a real 
solution. Institutional choices were determined by the values, interests and 
experiences of the colonial politicians and of the communities and classes 
they represented. Few were visionaries; familiar institutions were simply 
bent to new purposes. Britain provided the parliamentary model of govern- 
ment, a device which served the democratic principle of majority rule 
(however limited that concept was in the mid-nineteenth century), combin- 
ing it with a powerful executive and the still important residual powers of 
the crown. Canada’s constitution was to be “similar in principle” to that of 
the United Kingdom. 

But the principles of majority rule, responsible government and con- 
centrated authority did not solve the central problem of reconciling deep- 
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seated linguistic and cultural differences. It was this concern which led the 
Fathers of Confederation to look south of the border, to the model of the 
United States where some powers were allocated to a central government 
and others, considered to be crucial to subnational communities, were 
assigned to states. For the Canadian constitution-makers, this arrangement 
offered the prospect of reducing conflict and paralysis by disengagement. 
Federalism was a device which could ensure that the aspirations of one 
community would no longer be frustrated or overruled by another. With 
the American civil war fresh in their minds, however, they feared that 
federalism might easily foster tendencies to fragmentation and dissolution. 
Canadian federalism, the majority of the framers thought, should be more 
centralized than its unruly American inspiration. 

Federalism in the United States was also part and parcel of a scheme to 
limit and constrain government authority, intimately linked to the checks 
and balances in which “ambition” would counter “ambition” (Ostrom, 
1987, p. 80 and Ch. 6). No such liberal vision guided the Canadian founders 
who, steeped in the British and loyalist tradition, were not liberal 
democrats. Nor, with the task of creating a new country in the face of a 
forbidding geography, were they inclined to create a weak state. 

The third component of the institutional synthesis was the continued 
colonial relationship to the government of Great Britain. This led to some 
peculiar omissions in the BNA Act, especially the lack of a domestic 
amending formula, of a formal power for making and implementing 
treaties, and of a final domestic Court of Appeal for resolving federal- 
provincial disputes. Each of these omissions would come to haunt 
Canadians in their second century. 

The vestiges of the colonial model also help to explain some quasi- 
colonial aspects of the relationship between the new federal government 
and the provinces. The federal power to disallow provincial laws, and the 
notion that the Lieutenant-Governor was an agent of the central govern- 
ment with the power to “reserve” provincial legislation for the considera- 
tion of the Governor General suggest that, in some respects, the provinces 
were to Ottawa what Ottawa was to London. 

These were the institutional elements from which the new Canadian state 
was constructed. Each element had its own operating principles and sources 
of legitimacy and there was considerable tension among them. If they were 
to be welded together, some means of reconciling conflicts between them 
which would not impede progress and flexibility in response to changing 
conditions, had to be found. The criteria were to be found in the larger 
purposes of the new federation. 

The Fathers of Confederation had two basic purposes: to create a new 
British North American nation, and to establish a new collective political 
identity capable of inspiring loyalty to its political institutions. They also 


20 Chapter 3 


agreed on the need to create a corresponding economic union — spanning 
the continent and large enough to achieve prosperity, as in the United 
States — even if, as seemed likely, all trade preferences with the United 
Kingdom were to be eliminated. 


The Nation-Building Imperative 


If there was a core of agreement as to the purposes of the new state, its 
character and the collective identity which was to underpin it remained 
unclear and controversial. At one extreme, Sir John A. Macdonald hoped 
to build a national political community founded on toleration, and com- 
manding strong loyalties from its citizens. He hoped that these loyalties 
would eventually supersede citizens’ identification with provincial political 
communities. Macdonald expected that if this occurred, the legitimacy 
possessed by provincial governments in 1867 as articulators and defenders 
of provincial and community values and interests would “wither away”. 
Provincial governments would ultimately be reduced to administrative 
arms of the federal government with the status of municipal governments. 
In a letter to a friend written in 1867, Macdonald predicted that: “If the 
Confederation goes on, you, if spared the ordinary age of man, will see both 
local parliaments and governments absorbed in the general power. This is 
as plain to me as if I saw it accomplished” (Swainson, in Francis & Smith, 
1982, p. 53). 

At the other extreme were those who did not share Macdonald’s view. 
They saw the provinces as important political communities. They did not 
wish to see provincial governments stripped of autonomous control over 
important powers and resources. On this view, Confederation was primarily 
a device for the preservation and development of its member communities, 
whether sociologically defined as linguistic and religious, or politically 
defined as the original colonies. Confederation in this sense was associated 
with the conception of the BNA Act as a “treaty” made among repre- 
sentatives of the British North American colonies, in which they came 
together to constitute the new federal government. As E. R. Black observed, 
the Confederation debates are “replete with reference to the treaty aspect 
of the resolutions”, and in Charlottetown and London all provinces voted 
as equals (1975, pp. 150-51). Thus, while the Act was formally a law of the 
British Parliament, there was much support for the view that Confederation 
was a compact between “races” and provinces. Such a view was particularly 
strong among French-Canadians, but it was also widely held in the pre- 
viously separate maritime colonies. (Indeed, it was an Ontario premier who 
first explicitly articulated the “compact theory”). Prince Edward Island and 
Newfoundland would not initially join the federation; Nova Scotia was 
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virtually coerced into joining by the British Colonial Office, and moved to 
regain its separate status soon after 1867. 

Despite his long-term aspirations, Macdonald himself recognized the 
force of these prior identities and loyalties: 


I have always contended that if we could agree to have one government and one 
parliament, legislating for the whole of these peoples, it would be the best, the 
cheapest, the most vigorous, and the strongest system of government we could 
adopt. But, on looking at the subject in the [Quebec] Conference, and discussing 
the matter as we did, most unreservedly, we found that such a system was 
impracticable. 


In the first place, it would not meet the assent of the people of Lower Canada, 
because they felt that in their peculiar position — being in a minority, with a 
different language, nationality and religion from the majority — in case of a 
junction with the other provinces, their institutions and their laws might be 
assailed, and their ancestral associations, on which they prided themselves, 
attacked and prejudiced; it was found that any proposition which involved the 
absorption of the individuality of Lower Canada — if I may use the expression — 
would not be received with favour by her people. 


We found too, that though their people speak the same language and enjoy the 
same system of law as the people of Upper Canada, a system founded on the 
common law of England, there was as great a disinclination on the part of the 
various Maritime Provinces to lose their individuality, as separate political or- 
ganizations, as we observed in the case of Lower Canada herself. 

(Bliss, 1966, p. 120) 


Thus, it was recognized from the beginning by the majority of the 
founders that linguistic and cultural diversity would be fundamental char- 
acteristics of the new country and of any kind of national identity it might 
develop. George Etienne Cartier, Macdonald’s principal francophone 
Quebec ally, noted in the course of the confederation debates that: 


...objection has been taken to the scheme now under consideration, because of 
the words “new nationality”. Now, when we were united together, if union were 
attained, we would form a political nationality with which neither the national 
origin, nor the religion ofany individual, would interfere. It was lamented by some 
that we had this diversity of races, and hopes were expressed that this distinctive 
feature would cease. The idea of unity of races was utopian — it was impossible... . 
In our own Federation we should have Catholic and Protestant, English, French, 
Irish, and Scotch, and each by his efforts and his success would increase the 
prosperity and glory of the new Confederacy... . We could not do away with the 
distinctions of race. We could not legislate for the disappearance of the French 
Canadians from American soil, but British and French Canadians alike could 
appreciate and understand their position relative to each other... . It was a benefit 
rather than otherwise that we had a diversity of races. 

(Bliss, 1966, pp. 112-13) 
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Federalism in Canada, therefore, was primarily justified and debated in 
terms of the preservation and development of provinces defined as com- 
munities, and about the relationship of these communities to the national 
community. This was an important question during the debates on the 
American constitution as well. But the Civil War went far to resolve that 
question, at least outside the South. Federalism in the U.S. was defended 
largely in terms of the value of dispersed authority. The Canadian model, 
however, continued to focus primarily, although not entirely, on alternative 
conceptions of community. 

Despite their apparent divergence, the two visions of the new nation 
shared important common ground that extended beyond the simple recog- 
nition that the creation of some sort of new nation was desirable. Ramsay 
Cook observed: 


..-while it is true that in 1867 the political leaders of Canada were engaged in that 
characteristic ninteenth-century activity, the building of a nation-state, it is 
likewise true, and highly significant, that they were rejecting that equally charac- 
teristic nineteenth century phenomenon, the nationalist-state. Their concept of 
Canada was of a community based on political and juridical unity, but also on 
cultural and religious duality. And the key to that unity in duality was the rejection 
of the intolerant, conformist, ideological nationalism that was, in these same 
years, shaking the foundations of Europe and also providing the drive that led to 
the destruction of the Southern Confederacy by the North in the American Civil 
War. 
(1966, pp. 173-74) 


The common ground made a political deal possible, but it was a far cry 
from a shared vision of the common good and the corresponding purposes 
of state. Without more extensive agreement on the purposes of the new 
nation, detailed questions of institutional design could not be fully resolved. 
The result was a constitutional document which remained deeply am- 
biguous with respect to the relative priority of national and sub-national 
political communities in the event that their interests came into conflict 
with one another. As John Whyte has described it: 


Even if the language of the power allocating sections contains coherent ideas, the 
arrangement of those sections reveals competition between overlapping themes 
and ideas. This is not the consequence of poor drafting or faulty articulation of 
agreed upon arrangements. Rather, the occurrence of conflicting political goals 
on the face of the Constitution reflects the unresolved tensions that are attendant 
upon the creation of a federal state... . Each allocation contains an idea of 
Canada or vision of how the new nation will be politically (and, hence, economi- 
cally and socially) organized, but these visions are in sharp conflict with each 
other. The idea of confederation turns out not to be a single idea but, rather, a 
mere hope that somehow a nation will exist, will grow and will become politically 
and economically inextricably linked. 
(Whyte, 1984, p. 2) 
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Ambiguities were present at two levels. First, and fundamentally, it was 
unclear whether the drafters had opted for a centralized but still classical 
model of federalism, or for a quasi-federal model. The classical model 
implied that each order of government was sovereign and equal within its 
respective sphere of jurisdiction; the quasi-federal model implied that 
provincial governments were subordinate to the federal government, able 
to legislate, in effect, only where the senior government was silent. Second, 
even if the classical model were accepted, the precise scope of potentially 
overlapping federal and provincial powers was unclear. Where, for ex- 
ample, did the federal commerce power stop and provincial powers over 
property and civil rights begin? 

Support for the classical model can be drawn from the preamble to the 
Act, which began by noting that “the Provinces of Canada, Nova Scotia, and 
New Brunswick have expressed their desire to be federally united into One 
Dominion”, and from the fact that both sections 91 and 92 refer to powers 
“assigned exclusively to the Legislatures of the Provinces”. Support for the 
quasi-federal view, on the other hand, can be found in other passages of the 
Act. Sections 55 and 90 together empowered the Governor-General, which 
in most instances effectively meant the federal government, to “disallow” 
or “reserve” provincial legislation, a power which Macdonald would use 
extensively in his years as Prime Minister (Rowell-Sirois, p. 62). Perhaps 
more symbolically, the Governor General was also empowered to appoint 
the provincial Lieutenant Governors, suggesting that they were agents of 
the Dominion government (Creighton, 1979, p. 83). Finally, section 
92.10(c) allowed the federal government to declare “local works and under- 
takings” to be “for the general advantage of Canada or for the advantage of 
two or more provinces”, thereby gaining jurisdiction over projects which 
would otherwise fall under exclusive provincial jurisdiction. 

The BNA Act was also ambiguous on the question of the scope of the 
general powers assigned to each order of government under sections 91 and 
92. The “residual power” — i.e. the power “to make laws for the Peace, 
Order, and good Government of Canada in relation to all matters not 
coming within the Classes of Subjects by this Act assigned exclusively to the 
Legislatures of the Provinces” — was assigned to the federal government in 
section 91. But its real scope and meaning depended upon the interpreta- 
tion of the two general categories of power assigned to the provincial 
legislatures under section 92: “Property and Civil Rights in the Province” 
and “Generally all Matters of a merely local or private Nature in the 
Province”. 

Some sense of the scope and purpose of these general provincial powers 
was provided by the more specific powers listed under section 92: the 
“Solemnization of Marriage”; and the “Administration of Justice in the 
Province, including the Constitution, Maintenance, and Organization of 
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Provincial Courts, both of Civil and Criminal Jurisdiction, including Pro- 
cedure in Civil Matters in those Courts”. In addition, section 93 assigned 
provincial governments the exclusive power to make laws in relation to 
education, subject to a set of limitations which sought to protect the rights 
of separate denominational schools which existed at the time of the Union. 
With these powers, provincial governments — and above all, the province 
of Quebec— could prevent the national majority from overriding customary 
forms of community life related to language, religion, education, civil law 
and public welfare. Finally, responsibility for social policy — public welfare 
and the municipalities which were responsible for it, insofar as it was not 
left to private charities and churches — was assigned to the provincial 
governments (Rowell-Sirois, pp. 51-52). 

This is enough to suggest that the preservation and development of 
existing sub-national communities and identities was considered to be 
important and was also understood to be primarily the responsibility of the 
provincial governments. But there was little to provide guidence on how to 
reconcile conflicts between the perceived requirements of federal nation- 
building and provincial community preservation. Nor did it provide for 
cases in which individuals or minorities within provinces might be subject 
to the tyranny of provincial majorities. 

One way of responding to the first type of problem is to supplement the 
division of powers by devices which incorporate provincial representatives 
into the federal state. This strategy — “intrastate federalism” as it came to 
be known a century later (Cairns and Black, 1965) — seeks to represent the 
federal society in national institutions. It can do so either by ensuring 
provincial governments a role in these institutions or by representing 
provincial populations in legislative bodies, tempering simple majority rule 
with equal provincial representation or something close to it. Canadian 
constitution-makers had available to them an American model of intrastate 
federalism with respect to their Senate and Supreme Court. In 1867 the 
members of the United States Senate were appointed by the state legisla- 
tures, each of which had equal representation (two Senators), in a Senate 
with powers co-equal with the House of Representatives. The same prin- 
ciple applied to the judicial branch, because the justices of the United States 
Supreme Court were subject to the confirmation of the Senate. 

More than six of the 14 days of discussion at the 1864 Quebec conference 
were devoted to discussion of the Senate, especially the mode of repre- 
sentation and appointment. In the end, the parliamentary model adopted 
(influenced in part by the desire for a second chamber with some parallels 
to the British House of Lords) included a Senate whose members were 
appointed with an eye to regional representation, but with no provincial 
government or direct citizen participation as to who would be chosen to 
represent each region. 
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The selection of judges of the Supreme Court of Canada mattered less 
than its American counterpart since the final Court of Appeal (until 1949) 
remained in Britain with the Judicial Committee of the Privy Council. This 
explains in part why the Supreme Court of Canada was not even created 
until 1875, although provision for its creation was contained in the BNA 
Act. Nonetheless, just as with the Senate, the federal government alone 
made all judicial appointments, without any formal provincial role, al- 
though from the start the Supreme Court Act stipulated that two, and later 
three, Justices should come from Quebec, and there have been informal 
norms about other elements of regional representation (Hogg, 1985, p. 
162). 

Considerable attention was also given at Charlottetown to the idea of 
regional representation in the federal cabinet, and strong informal conven- 
tions along these lines soon developed. But again, incorporating regional 
criteria into an exclusively federal selection process is very different from 
incorporating provincial representatives into the federal government and 
its judiciary. The Canadian version of intrastate federalism which emerged 
from the BNA Act was thus more attenuated and less formal than its 
American counterpart. 

The potential tyranny of federal or provincial majorities could have been 
addressed by assigning religious and linguistic rights to individuals and 
leaving it to the courts to enforce them. This was the model the United 
States chose through the Bill of Rights. But again, the Canadian choices 
were very different. If the Canadian version of intrastate federalism was 
more centralized than the American, the Canadian version of religious and 
linguistic rights was much more decentralized. Provincial governments 
were assigned primary responsibility for religious and linguistic rights; and 
the federal goverment, rather than the courts, was assigned responsibility 
for protecting (some) minorities within provinces. Subsections (1) and (4) 
of section 93 provided that in any case where a provincial law “shall 
prejudicially affect any Right or Privilege with respect to Denominational 
Schools which any Class of Persons have by Law in the Province at the 
Union”, a right of appeal to the federal government would exist, and that 
(the federal) government would have the power to “make remedial Laws 
for the due execution of the Provisions of this Section”. This section also 
extended the minority rights existing in Upper Canada at the time of the 
Union to “the Dissentient Schools of the Queen’s Protestant and Roman 
Catholic Subjects in Quebec”. Section 133, in turn, obliged the federal 
government to recognize the use of both English and French in its courts 
and legislature, and to publish all legislation, records and journals in both 
languages. The same obligations were placed upon the government of 
Quebec. 
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Thus, the federal government was made responsible for the protection of 
existing religious minority education rights from the potential tyranny of 
provincial majorities, and for providing, if not actively promoting, the use 
of both languages in its institutions and activities. This was a significant 
role, but it was not nearly as extensive as it might have been. As Donald 
Creighton has written: 


The British North America Act contained no general declaration of principle that 
Canada was to be a bilingual and bicultural nation — or, for that matter, that it 
would remain “a diversity of races”. The Fathers of Confederation were as little 
inclined to lay down the law about the cultural purpose and future of their new 
nation as they were to issue a general pronouncement on the nature and probable 
destiny of mankind... . The French language had thus...no official standing in 
the courts of any of the provinces except Quebec; and perhaps even more 
important, it was given no protected place in any of the nation’s schools. 

(1970, p. 12) 


Canadians did not simply copy the American model: indeed, it was as 
much a negative example as a positive one. The Canadian federation was at 
the outset more collectivist, more centralized, and less focussed on state 
representation at the centre. In Canada there were few provinces, each of 
which was characterized by a strong executive and parliament. In the 
American version there were many more states, each of which (as well as 
the federal government) was characterized by checks and balances in a 
Congressional form. All these differences had crucial implications for the 
future evolution of the two systems. These differences help to explain the 
extent to which Canadian communities have been defined and expressed by 
their governments, and why the relations among them are carried out 
largely, though not entirely, through intergovernmental relations. 

The ambiguities of the BNA Act did not cast Canadian institutions and 
processes in stone. Nor was it inevitable that religious, linguistic and 
regional differences would remain dominant. Indeed, federalism was 
declared “obsolete” several times over the next 120 years — in the 1930s, in 
the 1950s and again in the 1980s. We must turn to the dynamics of state 
and society to explain why such predications have been, at least so far, 
always confounded. 


The Economic Development Imperative 


The objective of creating a viable national market economy — an 
economic union, continental in scope — provoked much less controversy 
than the nation-building imperative. It was generally accepted that the state 
must play a major role in developing the economy. Britain was already in 
the twilight of its laissez-faire state (Mallory, 1954, pp. 30-31); in a frontier 
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society like Canada, sole reliance on private enterprise and markets for 
economic development was never a serious option. The national economy 
had to be constructed before there could be any discussion of allowing it to 
run on its own. As Aitken observed: “On any reading of the historical 
record, government policies and decisions stand out as key factors.” The 
creation of a national economy in Canada — and even more notably, of a 
transcontinental economy —was as much a political as an economic achieve- 
ment (1981). 

During the first phase of this development process, the state had two 
principal goals: the acquisition of the western territories from the Hudson’s 
Bay Company, and the elimination of trade barriers among the British 
North American colonies. Section 91 granted the federal government 
exclusive jurisdiction over defence, Indians and lands reserved for them, 
and naturalization and aliens. Section 146 permitted the federal govern- 
ment to admit Rupert’s Land and the North-west Territory into the Union 
On such terms as it saw fit. Admission of the colonies of Newfoundland, 
Prince Edward Island and British Columbia was also provided for under the 
terms agreed to by the federal and the relevant colonial governments. 
Section 95 provided for concurrent federal and provincial jurisdiction over 
immigration and agriculture, because the agricultural settlement of the 
west was expected to be based primarily upon immigrants from outside 
Canada. With respect to the economic union, section 121 guaranteed that 
“All articles of the Growth, Produce, or Manufacture of any one of the 
Provinces shall, from and after the Union, be admitted free into each of the 
other Provinces”. 

Beyond these preliminary tasks, the constitution-makers assumed that 
the state had two important economic development obligations: the 
provision of a nation-wide transportation and communications network 
and other types of infrastructure, and the regulation of private resource 
development activities. These were regarded as part of the essential 
framework within which private investment and development activity 
would stimulate economic growth. It seemed clear that only by assigning 
these tasks to the central government and by enabling it to pool resources 
and coordinate effort was there any hope of success. The provinces would 
have a role in the development of infrastructure, but only that which was 
not interprovincial or international in character. With respect to natural 
resource development, the (four) provinces were given the principal role 
within their boundaries, but the federal government was to be responsible 
for the settlement of the North-west Territory and the development of its 
resources. 

Section 91, which lists 29 specific areas over which the federal govern- 
ment had exclusive jurisdiction, assigned to Ottawa the power to regulate 
trade and commerce; and responsibility for the postal service, navigation 
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and shipping, currency and coinage, banking and the issuance of paper 
money, weights and measures, bankruptcy and insolvency, and patents and 
copyrights. Section 92.10 explicitly excluded from provincial jurisdiction 
“local works and undertakings” associated with the crucial inter-provincial 
and international transportation and communications systems — ships, 
railways, canals, telegraphs — networks that the federal government would 
need to develop in order to carry out its mandate. This was supplemented 
by the “declaratory power” which, under subsection (c) of 92.10, assigned 
the federal government the power to declare any work or undertaking to be 
in the general interest of Canada, thereby bringing it under federal jurisdic- 
tion. Finally, section 145 committed the federal government “to provide for 
the Commencement within Six Months after the Union, of a Railway 
Connecting the River St. Lawrence with the City of Halifax in Nova Scotia, 
and for the Construction thereof without Intermission, and the Completion 
with all practicable Speed”. Such policies with respect to the development 
of the new nation’s infrastructure were by far the most important focus of 
government expenditure during this period. 


Conclusions 


The framers of the constitution of 1867 were divided between two com- 
peting visions of the new nation and over the appropriate form of its new 
federal institutions. In drafting the BNA Act, they deliberately avoided 
these fundamental differences in order to protect the limited agreement 
they had been able to forge (see Waite, 1962). 

By such evasions, many difficult bargains are made, with each party 
achieving its most pressing and immediate aims and at the same time hoping 
that when the questions begged arise, the interpretive chips will fall its way. 
By setting these fundamental questions to one side, the drafters succeeded 
in securing agreement among themselves, and from their legislatures, on 
the desirability of a federal union, but this tactic had a price. Unresolved 
conflicts were incorporated into the text of the BNA Act. The area of 
greatest agreement and least ambiguity was that pertaining to economic 
development, for here jurisdictions could be assigned primarily in accord- 
ance with the immediate goals of the federation determined by current 
notions of the appropriate economic and social role of the state. But as the 
objectives and the roles played by both federal and provincial governments 
broadened, the division of powers between governments were to become 
less clear cut. Moreover, the division of taxing powers would become more 
complicated, so that fiscal arrangements would require frequent adjust- 
ment. 

As the evolution of the political economy, particularly of the economic 
role of the state, invalidated many of the empirical and normative assump- 
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tions upon which economic powers had been divided, the pressure for a 
restatement and clarification of those powers increased. The United States, 
subjected to the same logic, experienced parallel political pressures. 
Despite the fact that its constitution defined the classical, decentralized 
model of federalism, Americans responded with major shifts toward a more 
centralized form after the Civil War and again in the 1930s. Paradoxically, 
Canadian federalism moved in the opposite direction during the same 
period, pursuing a decentralizing course after the first Macdonald govern- 
ment. This trend was interrupted only by the First World War. The main 
reason for the divergence between the two federal systems, as we shall see, 
was that the constellation of political communities and collective actors 
that existed in Canada was substantially different from that which 
developed in the United States. 
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Chapter 4 


The Triumph of Classical Federalism 


The BNA Act established the basic framework within which federalism 
would evolve in Canada’s first half century. Its very ambiguities ensured that 
it would be sufficiently flexible to permit shifts in the balance of powers held 
by each order of government without formal constitutional amendments. 
In this chapter we trace the evolution of the social forces which lay beneath 
the decentralizing path followed by Canadian federalism in these years. 

This evolution may be divided into four periods. The early years were 
dominated by Macdonald and lasted until the election of the Liberal 
government under Wilfrid Laurier in 1896. The next period, dominated by 
Laurier, lasted until the First World War. During these years, the economic 
promise of the National Policy and Confederation seemed to be fulfilled, 
but religious and linguistic divisions prevented the emergence of a strong 
sense of national identity. A brief period of centralization during and 
immediately after World War I foreshadowed the more interventionist 
roles which the state would play in the modern era under the leadership of 
the federal government. But the fourth period, the decade of the 1920s, 
witnessed the rapid retreat of the central government from its war-time 
dominance. The political initiative shifted to the provinces in response to 
the emergence of the Maritime Rights movement, conservative Quebec 
nationalism, and agrarian radicalism. This decade was the apogee of classi- 
cal federalism. 
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Federal Society 


The first five years of the new federation saw rapid economic growth, 
fuelled by growth in the rest of North America and Europe and by a spurt 
in the volume of world trade (Hughes, 1970, p. 144). Then, in 1873, the 
international economy plunged into what the nineteenth century called 
“the Great Depression”. It would last, with only short and minor respites, 
until 1896. Its impact on the Canadian economy was immediate and 
profound. Foreign capital became more difficult and expensive to acquire. 
Railways, which had been over-extended in the construction boom of the 
1850s and 1860s, teetered on the edge of bankruptcy. The Intercolonial 
Railway, to which the federal government had committed itself in section 
145 of the BNA Act, encountered serious financial difficulties. When the 
Pacific Scandal brought down the Macdonald government in 1873, its 
Liberal successor sought to economize by putting further extension of the 
Pacific Railway on a “pay-as-you-go” footing. The result was a virtual halt 
in new construction. British Columbians threatened secession if the railway 
were not completed as promised. Other elements of the federal Liberals’ 
economic policies proved equally ineffective and strains within the federa- 
tion mounted (Lower, 1973, pp. 126-30). 

Thus, while the federal government had quickly achieved the territorial 
goals it had been assigned, it seemed unable to make significant economic 
progress during the first fifteen years of the federation. Mackenzie’s Liberal 
government bore the brunt of the dissatisfaction attending this failure and 
Macdonald’s Conservatives were restored to power in the 1878 election. 

Macdonald had campaigned on the need for a new economic strategy — 
“the National Policy” — consisting of three interrelated components. First, 
the railway to British Columbia would be completed with all speed. Second, 
Canadian tariffs would be raised, thus increasing Ottawa’s revenues, a 
necessity if it were to play the larger role in the promotion of the intercon- 
tinental railway that the Policy required. Higher tariffs would also afford 
protection from import competition to the nascent Canadian manufactur- 
ing sector. Third, the government would do everything it could to encourage 
immigrants to settle as farmers in the western provinces and territories that 
the new railroad would make accessible. Such settlement would create an 
expanded and protected market for eastern Canadian manufactures and 
increase Canadian wheat production and exports. The two-way traffic in 
these commodities would create plenty of business for the inter-colonial 
railway (Brown, pp. 22-28, but see also Dales, pp. 29-43, both in Francis & 
Smith, 1982). 

The railroad was completed with remarkable speed. The last spike was 
driven at Craigellachie in 1885, only four years after the Canadian Pacific 
Railway received its charter, and four years ahead of its 1891 deadline. The 
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general tariff rose from 17.5 percent to 20 percent, and tariffs on fully 
manufactured goods ranged from an average of 25 percent to a high of 30 
percent (Lower, 1973, pp. 130-31). 

Despite these efforts, however, the National Policy did not succeed in 
restoring economic growth, nor did the surge of immigration and western 
settlement expected to follow the completion of the CPR materialize. Many 
of those who did come in this period did not stay long: between 1871 and 
1891, an estimated 1,256,000 people came to Canada and an estimated 
1,546,000 left the country. The total population grew by only 1,150,000 over 
these two decades, concentrated in Quebec and Ontario (Historical Statis- 
tics, A2-14). The Maritime population was virtually stagnant, and the 
population of Manitoba and the NWT in 1891 still only represented about 
five percent of a total Canadian population of 4,833,000 (Creighton, 1970, 
p- 76). 

World recovery brought renewed growth of Canada after 1896. As 
Easterbrook and Aitken put it, “after thirty years of waiting and frustrated 
hopes, it was at last Canada’s turn to be drawn into the world network of 
trade and investment” (1981, p. 483). Leading the national economy was 
the growth in wheat production and exports, which had been greatly stimu- 
lated by rising wheat prices, falling transportation costs and new tech- 
nologies (Easterbrook & Aitken, 1981, pp. 477-78). The wheat boom 
brought to fruition the hopes which had inspired the National Policy of 
1879 (Mackintosh, 1964, pp. 40-45). 

Rapid economic growth attracted the immigration that Macdonald’s 
National Policy alone could not. Two million immigrants arrived in Canada 
between 1896 and 1911 (Lower, 1973, p. 142). In 1872, the entire prairie 
region had a population (including Metis and Indians) of about 73,000 
(Conway, 1982, p. 21). Between 1896 and 1913 more than a million people 
settled in the prairies, increasing the area of occupied lands seven-fold, and 
wheat production by more than ten times (Conway, 1982, pp. 27-28). The 
net value of flour and wheat products in the first decade of the new century 
increased fivefold, almost twice the rate at which the net value of industrial 
goods such as textiles and steel increased. Wheat exports, which constituted 
four percent of the value of Canada’s total exports in 1901, accounted for 
16 percent by 1911 (Easterbrook & Aitken, 1981, pp. 483-85). By 1913, the 
value of wheat and flour exports alone was greater than the value of all 
exports in 1896 (Conway, 1982, pp. 27-28). 

The settlement of the west by immigrant farmers under a regime of 
protective tariffs was a major stimulus to the growth of Canadian primary 
and secondary manufacturing. The first major expansion of hydro- 
electricity began in this period, as did the manufacture of automobiles. The 
chemical industry more than trebled in size. Even more important in terms 
of total value, however, was the expansion of iron and steel production 
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associated with the renewed expansion of railways and the rapid growth of 
the pulp and paper and mining industries. Only in the maritime provinces 
was this a period of slow economic growth and depopulation (Mackintosh, 
1964, pp. 50-51). 

World War I gave further impetus both to western agriculture and central 
Canadian manufacturing. It quickly pulled Canada out ofa recession which 
had begun in 1912, creating near full employment. Large-scale federal 
spending on war materials so expanded primary and secondary industry that 
by the end of the war Canada’s industrial output had surpassed its agricul- 
tural production (Lower, 1973, p. 154). Between 1910 and 1923, the produc- 
tion of rubber products increased almost ten-fold, of automobiles more 
than twelve-fold, of electical light and power more than five times, and of 
chemical products more than four times (Mackintosh, 1964, p. 51). 

War boosted wheat prices, as European production dwindled. This 
resulted in “an unparalleled rate of increase in the area devoted to the 
production of wheat and other food crops” in Canada. Between 1913 and 
1919 the acreage under wheat increased 80 percent, an increase equal to 
that of the previous twenty years of the wheat boom. The western popula- 
tion expanded rapidly. Between 1911 and 1921, it grew by more than 
600,000, reaching almost two million (Easterbrook & Aitken, 1981, pp. 
487-88). 

The war was also a time of renewed prosperity for the Maritimes. North 
Atlantic shipping was a great stimulus to ship building in the ports of 
Halifax and Saint John, and to the ancillary steel and coal industries of the 
region. For a time, Nova Scotia, “and to a less extent New Brunswick and 
Prince Edward Island, recovered the advantages for export trade and ship- 
ping, which had fallen from her between 1880 and 1900” (Mackintosh, 1964, 
p72). 

This rapid expansion brought with it steadily mounting pressure on short 
supplies of labour and raw materials. By 1916, inflation was eroding the 
incomes of most workers and shortages of vital materials for war industries 
were becoming a serious problem. In attempting to control inflation and 
maintain war supplies, the federal government was drawn into the regula- 
tion of ever wider aspects of the Canadian economy (Rowell-Sirois, pp. 
120-23). 

The armistice of November 1918 was followed by a brief but intense 
economic boom, lasting until 1920. Then the price and credit structure in 
Canada collapsed, reaching its lowest point in 1922. Some commodities 
were particularly hard hit —wheat prices fell nearly 60 percent between 1920 
and 1922; dried cod prices fell by more than 50 percent between 1918 and 
1923 — and so were the regional economies that specialized in their produc- 
tion. Unemployment had been a serious problem since 1918, due to the 
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rapid demobilization of the armed forces, and to lay-offs while industry 
converted from war-time to civilian production. 

By 1924 economic recovery was under way, but progress was slow and 
regionally uneven. It was strong in Ontario, Quebec and British Columbia, 
more attenuated on the prairies, and weakest in the Maritimes. 
Agriculture’s contribution to net national production declined, though 
with much variation from year to year. Manufacturing increased rapidly 
from 33 percent in 1920 to 40 percent in 1929. The single most important 
industry became pulp and paper, at more than twice the value of the second 
largest — non-ferrous metal smelting — but the latter was the fastest-growing 
of all the industrial sectors. Other rapidly expanding sectors were 
automobile manufacturing and hydro-electric power (Mackintosh, 1964, 
pp. 71-72, 77, 79-82). 

Despite the appearances produced by the rapid growth of the 1925-29 
period, however, the foundations of the new international economic order, 
and Canada’s renewed prosperity, were terribly fragile. The New Yorkstock 
market crash of 1929 was the first domino in a sequence of events which, 
over the next two years, would plunge Canada into the worst depression of 
its history. 

The strength of sub-national Canadian identities was such that even as 
some sense of membership in the larger Canadian nation began to emerge, 
Canadians still understood their nation as a collection of smaller com- 
munities banded together for various practical reasons. The legitimacy of 
extensive federal powers, accordingly, depended upon its capacity to make 
good the claim that it required extensive legal and fiscal powers in order to 
execute these goals effectively and that it could indeed bring about such 
results. But the long world recession had seemed to show that there was 
little which even a highly centralized federal government could do to 
promote domestic economic development if the international conditions 
were not propitious. This reduced the plausibility of the federal 
government’s principal claim to those powers, while mounting ethnic con- 
flict created strong pressure for decentralization: 


The provincial governments lacked the financial resources, while the Dominion 
failed to evoke a spirit of national loyalty. In these circumstances, it was by no 
means clear, at the end of the period [c.1896], that the equilibrium necessary to 
a working federalism could be reached. It was not clear whether room could be 
found for the free play of provincial aspirations without denying to the Dominion 
the confidence and loyalty it needed for the advancement of common national 


purposes. 
(Rowell-Sirois, pp. 89-90) 


The wheat boom might have strengthened federal legitimacy and, with it, 
Macdonald’s quasi-federal ideals; but under Laurier, the federation moved 
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toward the classical model in an effort to douse the flames of ethnic conflict 
that Macdonald had helped to fan. So the principal moral drawn was that 
political decentralization and economic growth were compatible, while 
centralization was no guarantee of anything other than ethnic conflict. We 
now examine the dynamics of the ethnic and class differences which made 
the realization of the classical federal possibility in the BNA Act a political 
necessity. 


Ethnic Cleavages 


Language, religion, and culture — “race” in the language of the time — 
combined to form the dominant division in Canadian politics throughout 
this period. In 1906, André Siegfried, who Frank Underhill was to call “the 
de Tocqueville of Canada”, described Canadian politics as: 


...4 tilting-ground for impassioned rivalries. An immemorial struggle persists 
between French and English, Catholics and Protestants, while an influence is 
gathering strength close by them which some day may become predominant — 
that of the United States. In this complex contest...the whole future of Canada 
is at stake... . [T]he Canadian problem...is...a very complex one. Hence its 
difficulty. Hence its profound interest. 

(Siegfried, 1966, p. 14) 


Because the populations on either side of this cleavage line were regional- 
ly concentrated, each could constitute a majority in at least one province 
while at the federal level each could mount sufficient strength to foil the 
aims of the other except under the most exceptional circumstances. This 
made it easier for provincial governments to take uncompromising stands, 
and more difficult for the federal government to do the same. More impor- 
tantly the exacerbation of the linguistic divisions meant that the hope of 
creating a national political community in which both elements would 
eventually feel at home remained just that — a hope — entertained by a 
minority, which receded into the future. Canada would not, in the foresee- 
able future, develop a homogenous national culture in which all would be 
bilingual and ecumenical. 

The primary battlegrounds of the religious-linguistic struggle were not in 
Quebec, but rather in Ontario and the West. Rapid population growth on 
the prairies, especially in Manitoba, radically altered the ethnic, religious 
and linguistic balance in the region. In Manitoba, primarily French-speak- 
ing and Catholic Metis had outnumbered the white settlers in Red River by 
about six to one in 1871. By 1891 the ratio had been reversed, with English 
Protestants from Ontario constituting the overwhelming majority (Con- 
way, 1983, p. 15, p. 21, p. 36). 
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These changes underlay the second Riel rebellion — a last protest against 
the defeat of a traditional way of life. But the geopolitical conditions which 
gave Riel and his supporters real bargaining power with Ottawa in 1870 
were no longer in effect by in 1885. The suppression of the rebellion had 
broad support in all provinces including Quebec (Wade, 1956, pp. 422-23). 
It was Riel’s conviction for treason by an English-speaking jury, in contrast 
with the acquittal of his co-conspirator, Henry Jackson, coupled with 
Macdonald’s calculated refusal of clemency which outraged Canadien 
opinion. Even the normally moderate Laurier publicly declared that, had 
he been in Riel’s position, he too would have taken up arms. At the same 
rally, Honoré Mercier called for the creation of an all-French Canadian 
political party. Laurier opposed this proposal, but the more extreme wing 
of the Ontario press made great play of it, calling for the “shattering” of the 
federation and the “re-conquest” of Quebec. In this atmosphere of polariz- 
ing rhetoric, Mercier’s Parti national won a majority in the provincial 
election of 1886. 

Laurier’s rise in the Liberal Party began with the Riel debacle — he 
assumed the leadership in 1887 — and so did the party’s growing support in 
Quebec. It also marked the beginning of the decline of the Conservative 
party in that province, hence Senator Lowell Murray’s observation that the 
Conservative Party “has been waiting for an achievement like this (the 
Meech Lake Accord) since the day Louis Riel was hanged” (Maclean’s, June 
15, 1987, p.17). 

Meanwhile, ethnic conflicts intensified. In 1887 the Mercier government 
sought to resolve an old Quebec question with the Jesuit Estates Act, but 
it was bitterly opposed by the Orange protestant factions among the federal 
Tories. Two years later, having failed in their efforts to have the Quebec 
legislation disallowed, thirteen members of this faction — variously called 
“the Noble Thirteen” and “the Devil’s Dozen” — agitated for the revocation 
of the sections of the Manitoba Act (1870) providing for two official 
languages and protecting the rights of Catholics to public support for 
confessional schools (Creighton, 1970, p. 19; Wade, 1956, pp. 393-405). 
They also attacked Mowat’s Liberal government in Ontario for allowing 
the use of French in its schools. Finally, in 1890, they introduced a bill in 
Parliament proposing the abolition of the French language in the ad- 
ministration and in the schools of the North-west Territory (Wade, 1956, 

. 435). 
: In 1890, the Manitoba Legislature abolished bilingual government ser- 
vices and public funding for separate schools. In Ontario, French separate 
schools were first required to teach English as a subject in 1885; then in 
1890, a regulation was added requiring the (now) bilingual schools to adopt 
the same curriculum as unilingual English schools, using English textbooks 
(Symons in Burns, 1971, p. 172). Following Macdonald’s death in 1891, the 
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Orange faction of the Conservative federal government succeeded in pass- 
ing two ordinances which deprived the North-west Territory of French-lan- 
guage government services and abolished the use of French in most schools 
(Wade, 1968, pp. 539-45; Joy, 1972, p. 127). 

By 1893 the Orange faction had lost the initiative, but the federal Tories 
could not agree to override the actions of the Manitoba government. 
Instead, they bought time by referring the question of the constitutionality 
of the Manitoba legislation — and of any federal “remedial” response under 
section 93 of the BNA Act — to the Courts. When the Privy Council held 
that the federal government had the power to act, delay could no longer be 
justified. The federal Conservatives introduced a remedial bill, but the 
Liberals blocked it. The issue remained unresolved before the federal 
election of 1896 (Creighton, 1970, pp. 80-81). 

Throughout the Manitoba schools conflict, Laurier’s Liberals had taken 
the position that the federal government should not use its powers to 
overrule the Manitoba legislation. In part this reflected the Liberal party’s 
commitment to the defence of “provincial rights” and in part it reflected 
Laurier’s own convictions concerning the appropriate relationship between 
church and state. He opposed the ultramontane doctrines which then 
prevailed in the Catholic Church of Quebec, and argued that to strike down 
the Manitoba legislation would be interpreted by many as bending to the 
Church’s persistent demands for federal intervention (Wade, 1956, pp. 
364-69). Laurier’s position on the issue earned him the denunciation of the 
Catholic hierarchy: the Vicar-General declared it a mortal sin to vote 
Liberal in the election (Wade, 1956, p. 437). 

Despite the attacks from the extreme wings on both sides of the linguistic 
divide, Laurier was able to find solid middle ground with his platform of 
toleration, provincial rights and continuity with the Conservatives’ protec- 
tionist economic policies. In the 1896 contest the Liberals won 49 of the 65 
Quebec seats, against the 37 they had secured in the 1891 election. In the 
maritimes (except for PET) and the west, the Liberals significantly improved 
their standing. The Liberals split Ontario with the Conservatives — despite 
anti-French backlash and suspicions arising from past Liberal support for 
free trade — each party gaining 43 seats. Laurier had secured a parliamentary 
majority with 118 seats to the Conservatives’ 88 (Beck, 1968, p. 86). In 1897, 
Laurier reached an agreement with Premier Greenwood of Manitoba which 
“allowed bilingual teaching, in French or another language, with English, 
instruction by a teacher of the same faith as that of the pupils, and religious 
instruction under prescribed and limited conditions” (Morton, 1963, p. 
391). 

Laurier’s Manitoba policy successfully defused that source of conflict, but 
the spread of imperialist ardour in English Canada — reflected in the 
formation of the Imperial Federation League in 1884 and the British 
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Empire League in 1896 —soon re-opened the ethnic divisions, again raising 
questions about the character of the Canadian political nationality. 

The Canadian imperialists were not uniformly anti-French or anti- 
Catholic. Some of their leading members, such as Principal Grant of 
Queen’s University, supported Laurier’s position on the Manitoba schools 
issue (Berger, 1970, pp. 136-37). Yet, D’Alton McCarthy, who had spear- 
headed the Orange crusade in Manitoba, was also closely associated with 
the British Empire League. Such affiliations gave the League’s motto, “One 
race, one flag, one throne”, an ominous ring in Canadien ears (Berger, 1970, 
pp. 4-5). 

Laurier sought to contain the spread of imperialist ideas in English 
Canada by appeals to Canadian patriotism, and the extension of Canada’s 
political autonomy vis-a-vis Great Britain. This nationalist tack found 
strong sympathy among French Canadians, but it was much less successful 
in English Canada, where imperialist sentiments prevailed. As a result, 
imperial policy questions so polarized English and French Canadian public 
opinion that attempts to locate a middle ground in the politics of national 
identity on the terrain of Canadian nationalism proved increasingly dif- 
ficult. The sending of Canadian troops and supplies to South Africa during 
the Boer war prompted Tardival to call for the foundation “at the hour 
marked by Divine Providence...[of a] French Canadian nation”. In a public 
reply, Henri Bourassa wrote: 


Our own nationalism is a Canadian nationalism founded upon the duality of races 
and on the particular traditions which this duality involves. We work for the 
development of a Canadian patriotism which is in our eyes the best guarantee of 
the existence of the two races and of the mutual respect they owe each other...the 
English Canadians are not foreigners, and we regard as allies all those among 
them who respect us and who desire like us the maintenance of Canadian 
autonomy. 
(Wade, 1956, pp. 534-35) 


By 1914, nationalism of this sort was more than ever the exclusive 
possession of French Canada. Only in the wake of the Great War, which 
widely discredited the ideology of empire and weakened Canada’s economic 
ties with Great Britain, would national autonomy find stronger support 
among English Canadians. 

Other issues further polarized opinion. When Saskatchewan and Alberta 
achieved provincial status in 1905, Laurier sought to restore the minority 
language education rights which had existed in the Territories before 1891, 
but was forced to back down by English opposition led by Clifford Sifton, 
the Minister responsible for immigration and western settlement. Dispute 
over the Naval Bill and Canada’s military obligations to Britain was partially 
responsible for Laurier’s defeat in the 1911 election. A popular political 
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cartoon of the period depicted Laurier as a circus rider, astride two horses, 
one foot on each, as they galloped off in different directions. He himself 
described his situation in this way: “In Quebec I am branded as a Jingo and 
in Ontario as a separatist. In Quebec I am attacked as an Imperialist and in 
Ontario as an anti-Imperialist. 1am neither. 1am a Canadian” (Beck, 1968, 
p. 132). 

Imperialism and the schools issue would not go away. Borden’s attempt 
to resolve the thorny problem of Canada’s contribution to British naval 
strength was stalled by the Liberal-dominated Senate, and no way out of 
this impasse could be found before the war broke out (Lower, 1973, pp. 
152-53). On the schools issue, the Ontario government approved Regula- 
tion 17 in 1912, effectively preventing French-language instruction after 
Form 1 and limiting the study of French as a subject to one hour per day. 
Borden refused to challenge the regulation, rejecting the arguments made 
by Bourassa and Laurier that a federal policy of non-intervention could no 
longer hope to preserve national unity, and would only serve to discredit 
the federal govermment in the eyes of French Canadians (Symons, 1971, p. 
174). 

In 1916, after the Courts upheld Regulation 17 against a constitutional 
challenge brought by franco-Ontarians, the provincial government enacted 
even more restrictive legislation. Again, the Borden government refused to 
act, and party discipline disintegrated when Lapointe introduced a motion 
to censure the Ontario government: Quebec Conservatives of the 
Nationalist tendency voted with Laurier’s Liberals in support of the mo- 
tion; western Liberals broke ranks and voted with the Conservatives against 
it (Rowell-Sirois, pp. 114-15). New fuel was added to the schools issue 
when, later the same year, the Manitoba government repudiated the 
Laurier-Greenwood agreement of 1897. In its stead, the provincial legisla- 
ture made English the sole language of instruction in the public schools and 
attendence at public schools compulsory. Once again, Borden refused to 
act (Wade, 1956, p. 440, pp. 546-52). 

Despite initial French Canadian support for Canadian participation in 
the Great War — Bourassa, in Le Devoir, called it “Canada’s national duty 
to contribute” — the accumulated hostilities over education and imperialism 
soon eroded the consensus. Canadians accused Canadiens of lower levels 
of voluntary enlistment and failing to do their share to support the war 
effort. By 1917, Borden was committed to conscription, but so strong was 
the opposition to it from French Canadians and farmers that the Prime 
Minister sought a new electoral mandate and a non-partisan “government 
of national unity” to carry it through. 

In the conscription election of December 1917, English-speaking 
Liberals deserted Laurier to run with Borden’s Conservatives as Union 
Government candidates. Canadien Nationalists deserted their erstwhile 


40 Chapter 4 


Conservative allies to support Laurier. The election returns reflected this 
polarization: “the Union Government swept English-speaking Canada 
while Quebec gave solid support to Sir Wilfrid Laurier’s opposition to 
conscription. Of the 143 candidates elected who were endorsed by the 
Union Government, all but three were returned in English-speaking 
Canada; 60 of the total of 77 elected candidates endorsed by Sir Wilfrid 
Laurier were elected in Quebec” (Rowell-Sirois, p. 117). 

The experience of direct federal coercion in the face of determined and 
united Canadien opposition, the realization of the fears which Riel’s execu- 
tion had raised in symbolic form, strengthened Canadien convictions that 
provincial rights constituted the only significant bastion against an English- 
speaking majority which could be expected to control the federal govern- 
ment in cases where “racial” identities and interests were fundamentally 
opposed. The hope that the Catholic religion and the French language 
might flourish in all parts of Canada as part of a dualistic national culture 
seemed to many of the younger generation of Canadien leaders an un- 
realizable dream, rendered impossible by a combination of immigration, 
settlement patterns and the actions of provincial governments (see Joy, 
1972). This perception promoted the regionalisation of the linguistic 
divisions: Quebec was increasingly regarded as the only true homeland and 
protector of the Canadien people in Canada. For the first time, a significant 
Quebec-centred ethnic nationalism emerged. 

The definition of the provincial political community entailed by Quebec 
nationalism was deeply at odds with the vision of Canadian nationality 
espoused by Cartier, Laurier and Bourassa. It began with a vision of the race 
or people as primary, endowed by God and history with a particular mission 
and destiny (Wade, 1956:887-8). The Abbé Groulx, a religious educator, 
popular historian of Quebec and leader of the Quebec nationalists in the 
1920s and 1930s, described the goals of his politics this way: 


To work toward the survival of a great Canada — which, after all, we are not 
renouncing — is to work for the growth and endurance ofa political and economic 
entity; in short, for a material greatness. “Canada exists solely for political 
reasons” Siegfried has recently written. But if it is granted that a Catholic people 
and country represent a value of a higher order; and if, despite our shortcomings 
and troubles, as a result of historic causes it happens that we embody, here in our 
land, Catholic spirituality and vitality as no other people does, then to work 
towards the creation of a French State, towards a climate of liberty for the 
flowering of human personality and Christian civilization — what is this, in short, 
but to give our labour and our life to an incomparable end: the survival of one 
of the highest spiritual realities on this continent? 

(in Forbes, 1985, pp. 268-69). 


This Quebec nationalism had important implications for the province’s 
economic and social policies. The post-war recession provoked much dis- 
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cussion concerning the degree to which the economy was dependent upon 
American investment and run by Americans and Anglo-Canadians. In 1920 
the Abbé Groulx argued: “Nous avons a choisir ou de redevenir les maitres 
chez nous ou de nous résigner a jamais aux destinées d’un peuple de serfs” 
(Hamelin, 1977, p. 438). With the return of economic prosperity, the 
economic critique levelled at successive Liberal provincial administrations 
lost much of its popular support, but it would revive with the economic 
crisis beginning in 1930 (Hamelin, 1977, pp. 438-39; Wade, 1956, p. 897). 
So, too, would the phrase “maitres chez nous” and the concerns it expressed. 

The profound political and social conservatism associated with this view 
also meant a growing gap between Quebec and the rest of Canada about 
the character and purpose of the state. This gap, more than anything else, 
accounts for the failure of the federal government to pursue new social and 
economic initiatives in the 1920s. 


Regional and Class Cleavages 


The wheat boom and the influx of new settlers radically altered the social 
makeup of the western prairies. The new agrarian class which it created 
became a major force in Canadian politics at both the national and the 
provincial levels. Prairie agriculture was concentrated on the production of 
a single commodity — wheat — the bulk of which was sold in a volatile 
international market. The economic interests of western farmers were thus 
unusually homogenous. This facilitated the development of a collective 
identity which highlighted conflicts of economic interest between the 
farmers of the region and the financial, commercial and industrial capital 
concentrated in central Canada. 

New agrarian organizations sought to alter the terms of trade between 
farmers and the various sectors with which they dealt — manufacturers of 
implements and other necessities, grain merchants, financiers and 
transportation firms — and to influence federal tariff, freight rate and grain 
marketing policies. The Patrons of Industry, a farmer’s movement active in 
the United States and Ontario since the 1870s, established its first western 
branch in 1891. By 1896, the Patrons had established a number of coopera- 
tively-owned grain elevators and were able to extract from Laurier election 
promises of reduced tariffs for key agricultural commodities. Not all of 
these promises were fulfilled, but in 1897 the Crow’s Nest Pass Agreement 
reduced the transportation costs faced by farmers and established the 
principle of government regulation of freight rates. In 1900 the federal 
government passed the Manitoba Grain Act, embodying further reforms 
related to the shipment of grain (Conway, 1983, pp. 46-48). 

In the first decade of the new century a series of new agrarian organiza- 
tions sprouted in the prairies, linking with Ontario organizations in 1909 
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to form the Canadian Council of Agriculture (CCA). In 1910 a delegation 
of Prairie farmers descended on the House of Commons, demanding that 
Laurier’s government return to the traditional Liberal policy of reciprocity 
with the United States. By 1911, the CCA had more than 30,000 members 
and had developed the first of many “Farmer’s Platforms”. It focussed on 
demands for free trade and a halt to rural depopulation. It was partly in 
response to these demands that the Liberal Party entered the 1911 election 
advocating reciprocity with the United States (Conway, 1983, pp. 49-55; 
Lower, 1973, p. 150). 

Agrarian mobilization continued after World War I. At the national level 
the Progressives called for a “New National Policy” and won 65 seats in the 
1921 election. But by 1925 —as a result of their declining appeal in Ontario, 
splits between regional wings of the party, and successful cooptation by 
Prime Minister Mackenzie King — the party was reduced to 25 seats, 
virtually all of them from the western provinces. 

At the same time farmers were seeking new political forms at the provin- 
cial level, with agrarian parties elected in Ontario in 1919, Alberta in 1921 
and Manitoba in 1922 (Friesen, 1984, p. 367). While the Ontario farmers 
were soon defeated, the United Farmers of Alberta remained in power for 
14 years. The capacity of the national party system to integrate was now 
challenged not only along ethnic lines, but also along class lines; moreover, 
both divisions were becoming more regionally concentrated and, hence, 
more naturally aligned with provincial governments. 

The Maritimes, threatened by population stagnation, economic decline 
and a diminishing weight in the national political system, gave birth to a 
very different kind of movement in these years. The Maritime Rights 
Movement, “which saw all classes united in their demands upon the rest of 
the country”, grew rapidly after 1919. As Forbes goes on to say: 


This did not mean that different classes did not have distinct aspirations of their 
own; on the contrary, they were probably more conscious of them in 1919 than 
in any other period before or since. Each held a dream of progressive develop- 
ment in which its own collective interests were directly involved... . But none of 
these aspirations was capable of realization with the continued decline of the 
economic and political status of the Maritimes in the Dominion. Just as electricity 
might channel the usually conflicting molecular energies of an iron bar to 
produce a magnetic force, so the federal government’s adverse policies served 
to re-align the various “classes” in the Maritimes to produce a powerful social 
force — regionalism. This force, dressed up in a variety of complex rationaliza- 
tions, became the Maritime Rights movement of the 1920s. 
(Forbes, 1979 pp. 385-86). 


Here was a politics rooted primarily in regional identities, as opposed to 


ethnicity in Quebec and class in the Prairies. The strength of the Maritime 
Rights movement was revealed in the provincial and federal elections of 
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1925. At the provincial level, the incumbent Liberals were thrown out of 
office in each province by the Conservatives who had embraced the 
Maritime Rights cause. At the federal level, the Conservatives won 11 of 14 
seats in Nova Scotia, 10 of 11 seats in New Brunswick and two of four in 
Prince Edward Island, in each case displacing strong Liberal majorities 
(Beck, 1968, pp. 160-61, pp. 174-75). 

Agriculture remained the focus of class divisions in these years. At 
Confederation, organized labour barely existed in Canada, but towards the 
end of the nineteenth century growing industrialization in central Canada, 
along with labour organizing in primary industries such as logging and 
mining, set the stage for union growth. Trade unions were exempted from 
common law anti-combination doctrines in 1872. Between 1880 and 1886 
seven bills aimed at regulating working conditions were introduced into the 
federal parliament but none was passed, partly on the ground that this was 
an area of provincial jurisdiction. The Trades and Labour Congress of 
Canada (TLCC) was established in 1886, uniting all existing forms of labour 
organization. By 1902 there were 960 union locals in Canada, but in that 
year the TLCC split along craft versus industrial union lines. In spite of this 
organizational setback, the number of locals rose to 1,741 over the next ten 
years (Easterbrook & Aitken, 1981, pp. 560-63; Kumar, 1986, p. 108). At 
the same time, organized labour was developing close connections with the 
urban reform and social gospel movements which had begun to grow rapidly 
in the 1890s (Rutherford, 1982, pp. 303-320; Allen, 1982, pp. 271-86). 

Governments responded slowly to the organization of labour. None of 
the pro-labour recommendations of the 1887 Royal Commission on the 
Relations of Labour and Capital was implemented. In 1900, the Liberal 
government created a federal Department of Labour and a young man 
named Mackenzie King was appointed its first Minister. King was in- 
strumental in drafting and passing the federal Industrial Disputes Investiga- 
tion Act in 1907. In 1908, Ottawa responded to demands for an old age 
pension scheme from unions and other reform groups by creating a system 
of federal annuities. Provinces also responded. Ontario passed the first 
provincial factory act in 1884. Other provinces followed suit over the next 
20 years. In 1909, the first provincial Workmen’s Compensation Act was 
passed in Quebec. Ontario’s 1914 legislation was hailed as one of the most 
advanced pieces of compensation legislation in North America (Guest, 
1980, pp. 41-44). 

World War I stimulated labour organization and militance. Union mem- 
bership more than doubled between 1914 and 1918. Wartime inflation 
eroded working class incomes, while the headlines told of business 
profiteering. The sacrifices in the name of democracy and the general good 
raised expectations of major postwar social reform. The frustration of these 
hopes culminated in the Winnipeg general strike of 1919. Its suppression 


44 Chapter 4 


by the federal government undermined the One Big Union movement 
which had been formed by the more radical unions that had been expelled 
by the conservative Trades and Labour Congress (TLC). 

There was an important regional dimension to the organizational and 
ideological division between the TLC and the One Big Union movement. 
The membership of the TLC was concentrated in the older manufacturing 
sectors of central Canada, while the One Big Union movement was 
strongest in the rapidly growing primary resource extraction industries of 
the west, especially in British Columbia. With the disintegration of the One 
Big Union movement, these western industrial unions had no overarching 
representative body until the formation of the All-Canadian Congress of 
Labour in 1927. In the interim, there was no serious attempt by the TLC to 
organize the rapidly growing automobile and rubber industries in southern 
Ontario or the burgeoning forestry and mining industries of northern 
Ontario and Quebec. As a result, the largest and fastest growing sectors of 
Canada’s industrial economy remained largely unorganized in this period 
(Morton, 1984, pp. 113-38). 

Ethnic divisions also plagued the union movement. These achieved 
institutional form with the creation of the Canadian and Catholic Con- 
federation of Labour (CCCL) in 1921, its membership largely drawn from 
break-aways from the TLC (Abella, 1973, pp. 2-3). By 1932, the CCCL 
would encompass about 60 percent of unionized Quebec workers 
(Hamelin, 1977, p. 445). This fragmentation greatly reduced the cohesive- 
ness and political influence of the trade union movement in this period. 

Finally, jurisdication over labour was also divided after 1925. In 1867 the 
Fathers of Confederation had not anticipated that organized labour might 
become a serious political or economic force in Canada, and the BNA Act 
was silent on the question of jurisdiction. This had not stopped Mackenzie 
King from drafting the Industrial Relations Disputes Act, which had be- 
come law in 1907. There matters stood until the Snider case of 1925, in which 
Lord Haldane of the Judicial Committee of the Privy Council declared that 
the great bulk of labour-related matters fell under exclusive provincial 
jurisdiction over “property and civil rights” (Morton, 1984, p. 138). The 
exceptions were inter-provincial operations (rail, air, shipping and truck- 
ing), areas falling under federal jurisdiction owing to the exercise of the 
declaratory power (such as grain elevators and the uranium industry), banks 
and the employees of the federal government (including its crown corpora- 
tions). This amounted to anywhere between 10 percent and 20 percent of 
the total work force that might be unionized (Kumar, 1986, p. 104). It was 
an extraordinary decision, and would have profound implications for the 
future evolution of the Canadian labour movement. 
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Federal State 


The character and intensity of the societal divisions we have just described 
affected the evolution of Canadian federalism before 1930 in three fun- 
damental ways. First, the weakness of the social forces pressing for an 
extended role of the state meant its growth was limited. Hence, there was 
little increase in the levels of jurisdictional overlap and policy interdepen- 
dence between the two orders of government. The “watertight” bulkheads 
between federal and provincial functions and powers remained largely 
intact and there was little need for the development of new intergovernmen- 
tal mechanisms. 

Second, the growing intensity of ethnic and class conflicts — and their 
increasing regionalization — gave impetus to a decentralizing trend within 
the parameters of classical federalism, in spite of Macdonald’s concerted 
efforts in the opposite direction and the strong constitutional basis from 
which he began. This trend was interrupted only by the First World War 
and federal leadership in reconstruction immediately following it. Other- 
wise, provincial governments generally took the initiative in whatever new 
economic and social programs were adopted, the only major peace-time 
exception being the federal Old Age Pension plan. As a result, there was a 
continuing need for increased provincial revenues, satisfied partly by new 
federal transfers and partly by the creation of new provincial taxes. By the 
end of the period, the provincial governments had achieved a higher level 
of “fiscal autonomy” (the share of total provincial revenues not deriving 
from federal transfers) than they have ever had since. 

Third, changes in the scope and intensity of federal-provincial conflict 
were largely a function of whether federal leadership sought to resist these 
pressures toward classical and decentralized federalism. Macdonald 
resisted, though less strenuously in his later years; Laurier accepted the 
process, though not without seeking to set limits on it. The exception of the 
war period supports this analysis. The one large-scale move away from the 
limited state role envisioned at Confederation was brought about by the 
external pressures of the World War. Domestic pressures were not yet 
strong enough to achieve the same effect. Yet, because these external 
conflicts temporarily overrode indigenous ones, the extraordinary 
centralization which took place under the War Measures Act was not 
attended by significant federal-provincial conflict until the conscription 
issue inflamed ethnic and class cleavages. 
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Classical Federalism and the Role of the State 


Throughout the early years of the federation the economic and social 
roles of the state, judged by modern standards, remained highly cir- 
cumscribed. The primary activity of both orders of government was the 
stimulation of economic growth through the development of “infrastruc- 
ture” — railways, canals and, later, roads and electric power. Municipal 
governments were also required to increase expenditures rapidly for the 
provision of local services. All three levels engaged in various subsidies and 
bounties to attract and stimulate industry. 

Harbingers of a larger role were evident, however, in the war and imme- 
diate postwar years. Attempting to prosecute the war effort and control 
inflation, the federal government was drawn into regulating wide areas of 
the national economy. The War Measures Act, unanimously passed in a 
special session in August 1914, granted sweeping emergency powers to the 
federal government. Its orchestration of the war economy weakened argu- 
ments against more extensive economic intervention. As the Rowell-Sirois 
Commission report put it: 


People saw how governments could mould their lives and civil servants learned 
how to do it. Statistical and other information necessary for effective intervention 
in economic affairs was accumulated. The belief grew that governments could 
and should use their powers to improve social conditions. The War-time ex- 
perience with the regulation and direction of enterprise was an important factor 
in bringing on the wide extension of government control... . 

(Rowell-Sirois, p. 123) 


There was some indication that, like many other western countries, this 
activist federal government role would be projected into the postwar era. 
Inspired by its new leader, Mackenzie King, the Liberal Party’s platform of 
1919 pledged: 


So far as may be practicable having regard for Canada’s financial position, an 
adequate system of social insurance against unemployment, sickness, depend- 
ence in old age and other disability which would include old age pensions, widow’s 
pensions, and maternity benefits, should be instituted by the Federal Govern- 
ment in conjunction with the Governments of the several provinces. 

(in Guest, 1980, p. 66) 


Yet this program would not be implemented for another quarter century. 
The delay tells us something important about the factors shaping the 
evolution of the role of the state in Canada. The Rowell-Sirois Commission 
argued that under the constitution most of the new policies fell within the 
sphere of exclusive provincial jurisdiction. This is far from an adequate 
explanation. Constitutional amendment could have remedied this problem 


Triumph of Classical Federalism 47 


if the national political will had been there. The real question is why that 
will did not exist in spite of King’s apparent reformist sympathies. An 
answer to this question must focus on the balance of societal forces in 
Canada. King’s inaction was motivated by his fear of antagonizing a 
Catholic and conservative Quebec, opposed to the extension of the state, 
and especially the federal government, into new social or economic policy 
areas. The only thing that could have overridden this concern would have 
been a united front by organized agriculture, labour and other reform- 
oriented interests. But no such front would be formed until the Second 
World War. 

The one major exception to this lack of federal initiative — passage of the 
Old Age Pension Act in 1927 — supports this analysis. Following the 1925 
election, King was in a minority position with only 99 seats in the Commons. 
His political survival therefore depended on support of the third parties, 
mainly the 24 remaining Progressives. They, in turn, made provisions for 
the aged and the unemployed a condition of their support. Premier Tas- 
chereau of Quebec protested vehemently against the policy, on both con- 
stitutional and ideological grounds, but for this brief moment the societal 
conditions which would be in effect permanently from 1944 were “prema- 
turely” present owing to the distribution of Parliamentary seats. King went 
ahead with the Old Age Pension Act in spite of Quebec’s opposition, but 
used conditional grants so that the Quebec government was not forced to 
participate (Guest, 1980, pp. 74-77; Neatby, 1963, p. 109). Much of what 
the federal government did — and did not do — in this period may be 
understood as an attempt to minimize ethnic conflict. Indeed, the ability to 
maintain that accommodation became, under Laurier and then King, the 
Liberal Party’s special talent, the key to its power base in central Canada 
and the legitimation of its claim to be the natural party of government. 

The result, as described by the Rowell-Sirois Commission, was that “in 
seeking to reduce its old obligations and to avoid new ones, the Dominion 
yielded the initiative to the provinces” (p. 139). In the wake of federal 
inaction or retreat, provincial governments led the response to demands 
for social justice, sometimes conceived primarily in regional terms, some- 
times as an inextricable mixture of region and class. The Rowell-Sirois 
Commission astutely observed the consequences of this division of func- 
tions between the two orders of government for the relative strength of 
citizen identification with provincial and national communities and their 
governments: 


...these activities brought the provincial governments into a closer relationship 
with the people. In their intimate contact with the movements and tendencies of 
the time, the provincial governments added greatly to their economic and social 
importance and thus to their political power and prestige. Those which could 
carry their obligations manifested a new independence of the Federal Govern- 
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ment and those which could not became more importunate as they focussed on 
the Federal Government regional protest against the operation of the national 
policies...the Federal Government, unable to deflect these demands by a 
vigorous policy of its own, made important concessions to the provinces. The rise 
of regionalism gave an altered direction to Dominion-provincial relations. 
(Rowell-Sirois, pp. 139-40) 


With the end of the war there was an explosion of provincial and 
municipal capital spending on highways, municipal services, public build- 
ings and utilities, housing and agricultural assistance. The distribution of 
current account spending also changed dramatically, with public welfare 
expenditures nearly trebling between 1918 and 1921. The principal objects 
of this increase were newly-introduced mother’s allowance and child wel- 
fare programs, and enhanced spending on mental hospitals and education. 
These three years also witnessed the introduction of federal-provincial 
shared-cost programs to fund the fight against venereal disease and the 
creation of employment offices, new technical and agricultural education 
programs, highways and, in 1921, to provide direct relief to the unemployed 
(Rowell-Sirois, p. 130). This brief interval between the war and the full 
restoration of a civilian economy foreshadowed the social policy expansion 
— and the shared-cost methods that would be used to implement it — of the 
post-World War II years. 

The use of conditional grants by the federal government reflected con- 
tinued leadership with respect to war-related resettlement, health and 
employment problems. Yet the division of federal and provincial respon- 
sibilities which would characterize the decade of the 1920s was already 
apparent. Provincial and municipal governments were responsible for most 
of the rather limited extension of the welfare state that took place in these 
years. Federal participation in these areas was ad hoc, unsystematic and 
increasingly confined to unconditional financial aid. The use of shared cost 
devices was steadily phased out as the decade progressed; the old age 
pension program was the exception that proved the rule. 

In this context, jurisdictional overlap and policy interdependence was 
minimal: despite considerable expansion in the roles of the state at the 
provincial government level, federal government inaction left the classical 
model of “watertight compartments” intact. This in turn meant that com- 
plex intergovernmental machinery was unnecessary. Federal-provincial 
relations were confined to occasional exchanges between politicians. 
Before 1930, there were only nine of what we would today call “First 
Ministers Conferences” (FMCs). All those held before World War I were 
Interprovincial Conferences, with no significant federal participation. With 
the exception of the 1887 conference, those held before the War dealt 
primarily with demands for increases in fiscal transfers from Ottawa to help 
the provinces meet these new responsibilities. They did not serve as forums 
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for making national decisions and federal governments did not feel much 
obligation to respond to them. In Armstrong’s anaysis the conferences were 
primarily symbolic, designed to assert and display the Premiers’ stature (in 
Carty & Ward, 1986, pp. 112-52). 

Toward the end of the period, however, FMCs began to exhibit more 
contemporary concerns and characteristics. The Borden government 
wished for provincial cooperation in such matters as demobilizing returned 
soldiers. As a result, two federal-provincial conferences were held in 1918. 
The first was primarily a forum for Ottawa to announce its plans, but at the 
second the provinces added their demands for better subsidies, an end to 
the federal income tax enacted in 1917, and the transfer of jurisidiction over 
lands and resources to the western provinces. Next in 1927, and again in 
1931, federal and provincial First Ministers debated procedures for patria- 
tion and constitutional amendment, issues which had arisen because of the 
Balfour Declaration and the subsequent Statute of Westminster. In strong 
contrast to Macdonald’s view, federal leaders did not assert that transfer of 
authority from Britain to Canada meant a transfer to the federal govern- 
ment. Both federal political parties “were committed to the proposition 
that there should be ‘discussion’ or ‘consultation’ with the provincial 
governments about constitutional amendments”. This implied that “the 
dominion-provincial conference was likely to become the central forum for 
such negotiations” (Armstrong, 1986, p. 126). Ontario Premier Howard 
Ferguson argued that any constitutional change required unanimous con- 
sent; Ottawa sought a more flexible formula, but did not press the point. 
This Canadian inability to reach consensus on an amending procedure 
meant that ultimate authority over constitutional change would remain in 
the United Kingdom (Verney, 1986, p. 141; Bothwell, et.al., 1987, pp. 
242-43). 


Societal Cleavages, Decentralization and Federal-Provincial 
Conflict 


From its inception, the leaders of the new federal government attempted 
to “develop and nourish a Canadian political community” (Carty, 1986, p. 
1). But as we have seen, there was more than one vision of what the 
substance of this sense of community should be, and what role the federal 
government should play in promoting it. The competing visions are well 
represented by Canada’s first two great Prime Ministers. 

For Macdonald, regional identities should be assigned the same 
peripheral location in citizen loyalties that they occupied on the national 
map. Macdonald knew that a unitary state was beyond reach, but believed 
that the federal government must act as much like one as possible. If 
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successful, this would result in citizens who thought of themselves primarily 
as Canadians, defined mainly in terms of political institutions: parliamen- 
tary democracy, the rights of Englishmen, the rule of law, and a special 
relationship with the British Empire. These Canadians would just happen 
to speak French or English, be Protestant or Catholic. 

Laurier was as strongly committed to building a Canadian national 
identity (indeed, he was much more of a nationalist than Macdonald in the 
sense that he sought to wean English Canadians away from their emotional 
ties to the British Empire) but the substance of what he understood that 
nationality to be was very different. He assumed that language and religion 
were such important constituents of individual identity that they must be 
central to any compelling version of a national identity. Therefore, national 
identity must make a virtue of necessity, locating much of its unique 
character in its dualism. An important part of being a Canadian must 
therefore be the ability to be at home in both languages and, hence, in all 
parts of a dualistic nation. 

But demographic and political trends were moving in the direction of 
regional concentration of monolingual cultures increasingly hostile to one 
another. In such a situation relatively homogenous provincial governments, 
with no electoral incentives to find a balance or synthesis between the two 
elements — indeed, with strong incentives to the contrary — would be able 
to count on much stronger citizen loyalties than the federal government. 
Therefore, the only alternative to escalating federal-provincial conflict 
which Ottawa could not win was to acknowledge that provincial govern- 
ments must play a much more important role in governing a divided nation. 
For Laurier, this was a tactical retreat — the hope was that eventually the 
federal government would gain sufficient political strength to protect 
minority language and religious rights which the constitution gave Ottawa 
the power and duty to uphold — but he recognized that it might prove a long 
march. 

The evolution of Canadian politics in this era shows how difficult it was 
to realize either conception of national identity - how many Canadian 
citizens were inclined to define the nation as either the projection of their 
own ethnic identities (thus erasing the other from map and mind) or an 
instrument for the protection of existing ethnic identities and communities 
from hostile forces both inside and outside the country. 

Macdonald sought to use the extensive powers of the new government 
aggressively, asserting federal power by all the means at his disposal. If the 
future course of Canadian federalism had been primarily a function of 
political will, then surely Macdonald possessed the will and the constitu- 
tional resources to realize the quasi-federal model. But by the late 1880s 
Macdonald was running into increasing resistance from many quarters: the 
national government had neither the political legitimacy nor the economic 
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efficacy to make the centralist model prevail. Laurier understood this: his 
formula for nation-building was to recognize and accommodate the 
strength of provincial communities and governments. Laurier’s victory in 
1896 marked the end of Macdonald’s centralizing thrust. But it was as much 
a result of decentralizing trends already begun as of Laurier’s own views. 
One indicator was the trend of judicial decisions that gradually narrowed 
the ambiguity surrounding which model of federalism — quasi-federal or 
Classical — would prevail and, closely related, the scope of general powers 
held by each order of government. 

The first step was the recognition that provincial governments were as 
sovereign as the federal government in their respective areas of exclusive 
jurisdiction. In Hodge v. the Queen (1883), the Privy Council endorsed the 
view that provincial governments were not subordinate to, but coordinate 
with, the Dominion: “the local legislature is supreme and has the same 
authority as the Imperial Parliament or the Parliament of the Dominion, 
would have under like circumstances” to delegate powers to agencies of its 
creation (cited in Rowell-Sirois, p. 75). 

Once this was established, the definitions of exclusive powers under 
sections 91 and 92 became much more important. Other cases began to 
narrow the federal general powers. The earliest cases on this point pre- 
dated Hodge. In Citizens’ Insurance v. Parsons (1881), the Privy Council held 
that the federal power to regulate “trade and commerce” did not include 
“every regulation of trade...down to minute rules for regulating particular 
trades” (Rowell-Sirois, p. 80). The following year, however, in Russell v. The 
Queen (1882), the Privy Council upheld a federal temperance law on the 
basis of a broad interpretation of the “Peace, Order and Good Govern- 
ment” clause. Thus, having determined that Canada was, in terms of legal 
principles, an example of classical federalism, rather than some new con- 
stitutional hybrid, the Courts remained uncertain as to how centralized a 
version of classical federalism Canada would be. A series of cases following 
these early ones and culminating in the Local Prohibition case of 1896, 
gradually moved in the direction of a less powerful federal government than 
Macdonald sought to promote. In that case, Lord Watson held for the Court 
that the concluding words ofsection 91 did not give the federal government 
“authority to encroach upon any class of subjects which is exclusively 
assigned to the provincial legislatures by s. 92”. While accepting that the 
“Peace, Order and Good Government” clause could sometimes justify 
federal action in areas of “national concern”, “great caution” must be used 
in doing so (Hogg, 1985, p. 375). 

In the Insurance Reference (1916), Board of Commerce (1922) and Snider 
(1925) cases, the scope of the “Peace, Order and Good Government” clause 
was defined even more narrowly as an emergency clause, justified only in 
“cases arising out of some extraordinary peril to the national life of Canada, 
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such as the cases arising out of a war” (Snider, quoted in Hogg, 1985, p. 304). 
Under Haldane’s leadership, other cases narrowed the scope of federal 
powers in the criminal law, trade and commerce, and treaty implementa- 
tion. The Judicial Committee of the Privy Council (JCPC) thus “elevated 
the provinces to coordinate status with the Dominion” (Hogg, 1985, p. 89). 

F.R. Scott (1951) asserted that the JCPC almost single-handedly trans- 
formed Canadian federalism, betraying the centralist intentions of the 
founding fathers. They were, in Eugene Forsey’s words, “the wicked step- 
fathers of Confederation” (quoted in Hogg, 1985, p. 89). There are two 
problems with this analysis. First, as we have argued, both conceptions of 
Canadian federalism were embedded in the BNA Act. Second, the decisions 
which the Privy Council laid down did not so cripple federal powers that 
the form of decentralized federalism which emerged in this period was 
constitutionally inevitable. The JCPC left intact the broad federal powers 
of reservation, disallowance and the declaratory power. So the federal 
government retained the constitutional right to override the normal 
division of powers, under a wide range of circumstances, at its discretion. It 
could — and did in its early years — use these powers extensively to operate 
within areas of otherwise exclusive provincial jurisdiction, either vetoing 
provincial laws or transferring jurisdiction to itself. Yet in the latter part of 
the period these powers were exercised less and less often. Between 1867 
and 1876 the federal government disallowed 20 provincial Acts and 
reserved 37, for a total of 57 direct interventions in provincial jurisdiction; 
between 1877 and 1886 there were 32 disallowances and eight reservations, 
for a total of 40 interventions; between 1887 and 1896, only 13 disallowances 
and 12 reservations, for a total of 25 interventions (Urquhart & Buckley, 
1965, pp. 625-26). 

We conclude, with Alan Cairns, that “It is impossible to believe that a 
few elderly men in London deciding two or three constitutional cases a year 
precipitated, sustained and caused the development of Canada in a 
federalist direction that the country would not otherwise have taken” (1971, 
p. 319). The explanation of decentralization in the latter years of the 19th 
century is, rather, to be found in the fact that organized political support 
for a centralist vision simply did not exist. As the Rowell-Sirois Commission 
put it, 


...there had never been any large transfer of loyalty from the older communities 
to the new Dominion created for urgent common purposes. The achievement 
of Confederation and the spectacular activity of the Federal Government in the 
early years had merely overshadowed or, at most, temporarily subordinated the 
separate interests of the distinct regions and communities. 

(Rowell-Sirois, p. 70-71) 
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Without an overriding sense of, and commitment to, the national com- 
munity, most federal politicians came to Ottawa determined to protect or 
extend the values and interests of their own provincial political com- 
munities. Widening linguistic differences increasingly reached up into the 
federal parties, so dividing them that no federal government could wield 
decisively even those constitutional powers which it unambiguously pos- 
sessed. So it was with the Manitoba and Ontario schools and the federal 
power under section 93. The only coherent alternative was Laurier’s: the 
recognition of a sphere of “provincial autonomy” within which provincial 
governments would exercise considerable powers free from federal inter- 
vention except under exceptional, emergency circumstances. 

Because Macdonald sought to run against the provincialism and localism 
described earlier in this chapter, and against the political logic of 
decentralization they entailed, federal-provincial conflict intensified under 
his tenure. Because Laurier recognized and accepted this political logic, 
although he sought to combat the racism and prejudice that fueled ethnic 
conflict, federal-provincial conflict subsided thereafter. Borden was less 
conciliatory, with the result that between 1911 and 1914 the federal govern- 
ment was paralyzed on all questions with important implications for the 
ethnic division. The outbreak of war afforded a temporary escape from this 
paralysis, but by 1917 the conscription crisis had torn apart both national 
parties on ethnic and class lines, paving the way for the emergence of 
Quebec nationalism and the Progressives, the first of a long series of 
regionally concentrated, class-based third parties. After 1921 Mackenzie 
King revived the operating assumptions of his political mentor, Laurier, 
and federal-provincial conflict, though not the underlying societal conflicts, 
again decreased. 

In 1887, at the height of the struggle between the two visions of the 
federation and with the active support of Ontario Premier Oliver Mowat, 
Quebec Premier Honoré Mercier convened the first interprovincial con- 
ference in 20 years. Macdonald refused to attend, arguing that demands for 
greater provincial autonomy were no more than a screen behind which 
Liberals in power at the provincial level sought to embarrass a Conservative 
federal government. The Conservative provincial governments of Prince 
Edward Island and British Columbia followed Macdonald’s lead. In the end, 
five provincial premiers attended. Mercier stated the rationale for the 
conference at its outset: 


The centralizing tendencies, manifested of late years by the federal government 
and favoured by the obscurity — in some respects — of the British North America 
Act, 1867, have aroused legitimate fears with regard to the maintainence of our 
local institutions and render it imperative that there should be an understanding 
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between the provincial Governments with regard to the organization of a system 
of common defence. 
(quoted in Armstrong, 1986, p. 115) 


The five Premiers produced a list of demands which included: increased 
federal subsidies to the provinces, the abolition of the federal power of 
disallowance, the restriction of the federal declaratory power by a provincial 
approval requirement, federal acknowledgment that Lieutenant-Gover- 
nors were representatives of the Sovereign rather than the Dominion, and 
the right to nominate half of the members of the Senate. It is striking how 
Closely the demands issuing from that conference resemble those of the next 
major period of federal-provincial confrontation, the 1970s. 

Macdonald did not concede to any of these demands. Yet they could not 
be dismissed, as he sought to do, as the machinations of his Liberal enemies 
(Creighton, 1970, pp. 66-67; Rowell-Sirois, p. 72). With the advent of 
Laurier, federal-provincial relations became more harmonious, not be- 
cause party interests ceased to influence the conduct of governments in 
their relations with one another, but because the new Prime Minister 
recognized a sphere of provincial autonomy in which the provinces could 
exercise considerable powers free from federal intervention. In this context, 
the initiative flowed to the provinces. Correspondingly, their concerns 
shifted from constitutional change to the problem of how to acquire suffi- 
cient funds to meet their new responsibilities. 

Fiscal arrangements were a focal point of concern and negotiation from 
the earliest days of the federation. Calls for revisions in this area of the BNA 
Act began almost immediately. Supplementary grants were awarded to New 
Brunswick and Nova Scotia in 1869. Special financial terms applied to 
Manitoba, British Columbia and Prince Edward Island as they became 
provinces. By the Interprovincial Conference of 1887, all provinces were 
demanding substantial revisions. But the federal government, in difficult 
economic circumstances too, refused to meet these demands. Unlike ques- 
tions of centralization, however, these perpetual fiscal problems were 
amenable to “splitting the difference” compromises and did not lead to 
escalating intergovernmental rancour. Rather, provincial governments in- 
troduced new taxes, including succession duties and corporate and personal 
income taxes. So, while federal subsidies made up 58 percent of all provin- 
cial revenues in 1874, this share had fallen to 43 percent by 1896, and to 28 
percent by 1914. After 1896, federal and provincial spending increased at 
roughly equal paces, but federal revenues grew much faster. In 1906, what 
was then held to be a “final revision” of federal transfers to the provinces 
increased them by about a third and provided for automatic increases with 
population growth (Moore, Perry & Beach, 1966, p. 4). 
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Federal revenues, spending and debt rose dramatically during World War 
I, effectively freezing provincial revenues at their prewar level. In addition, 
the federal government imposed an income tax for the first time, tapping a 
source hitherto reserved to the provinces. Provincial demands that Ottawa 
abandon the income tax after the war had ended were to no avail. Never- 
theless, as the federal government cut back on its activities, the provinces 
increased theirs, developing further revenue sources such as gasoline taxes, 
motor vehicle licensing fees and controlled liquor sales. Thus, on the eve 
of the Great Depression, the provincial governments had reached their 
highest historical level of fiscal autonomy: they received, on average, only 
13 percent of their revenues from federal transfers (Moore, Perry & Beach, 
1966). 


Conclusions 


By 1929, a decentralized version of the classical model of federalism was 
firmly in place—sociologically, politically and constitutionally. Thestrength 
of sub-national Canadian identities was such that even as some sense of 
membership in the larger Canadian nation emerged, it tended to interpret 
that nation as a collection of smaller communities banded together for 
various instrumental reasons. Accordingly, the legitimacy of extensive 
federal powers depended upon its capacity to make good the claim that it 
required extensive legal and fiscal powers in order to achieve instrumental 
ends. But the long world recession suggested that there was little which even 
a highly centralized federal government could do to promote domestic 
economic development if the international conditions were not propitious. 
This reduced the plausibility of the federal government’s claim to wide 
powers, while mounting ethnic conflict created strong pressures for 
decentralization: 


The provincial governments lacked the financial resources, while the Dominion 
failed to evoke a spirit of national loyalty. In these circumstances, it was by no 
means clear, at the end of the period, that the equilibrium necessary to a working 
federalism could be reached. It was not clear whether room could be found for 
the free play of provincial aspirations without denying to the Dominion the 
confidence and loyalty it needed for the advancement of common national 
purposes. 


(Rowell-Sirois, pp. 89-90) 


The economic successes of the wheat boom, corresponding roughly with 
the Laurier era, might have strengthened federal legitimacy and, with it, 
Macdonald’s centralized quasi-federal ideals. But under Laurier, the 
federation had already decentralized considerably in response to the flames 
of ethnic conflict that Macdonald had helped to fan. So the principal moral 
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was that political decentralization and economic growth were compatible. 
At the same time the cross-cutting issues of imperialism and free trade, 
exacerbating ethnic and regional/class differences, so fragmented Canadian 
society that no federal government could develop a position embracing a 
national majority. Laurier was the victim of this growing fragmentation in 
the election of 1911. In the next three years, under the Borden government, 
the federal government was immobilized on all of the four major issues that 
provoked deep conflict along these lines of dissension: Canada’s contribu- 
tions to the imperial navy, French language instruction in public schools, 
public funding for separate schools, and free trade with the United States. 

The war at last gave the federal government a clear purpose but the 
consensus behind it had disintegrated by 1917 as francophone, agrarian and 
labour criticisms of Canadian commitments to an apparently futile 
European conflict mounted. Nonetheless, the war encouraged urbaniza- 
tion, industrialization and other social changes that many theorists of 
modernization have argued are likely to lead to the development of national 
or even cosmopolitan consciousness. Various Canadian commentators 
have argued that World War I laid the foundations of a broader and deeper 
sense of national identity. Thus, Prang writes of the War bringing “fresh 
vigour” to many existing associations and [leading] to the formation of 
scores of new ones representing a wide spectrum of economic, religious, 
education, sporting and cultural concerns” (in Carty and Ward, 1986, p. 56). 

But the central issue is not whether Canadian nationalism was stimulated 
by the First World War, but whether that implied the erosion of provincial 
identities. It did not seem to. Following the war there was a further 
regionalization of the major social cleavages, and the collective identities 
that underpinned them. The agrarian reform movement became largely a 
matter of western mobilization against central Canadian interests; and a 
powerful Maritime Rights movement erupted in the east. Organized labour 
remained regionally divided along the lines defined by the Winnipeg 
general strike. Above all, the conscription crisis transformed French 
Canadian nationalism into a conservative version of Quebec nationalism. 
By the 1920s, the federal government had symbolically recognized this when 
the federal Minister of Justice, Ernest Lapointe, declared that Ottawa 
accepted the basic assumptions of the compact theory against which Mac- 
donald had fought so hard: that Canada was an agreement among pre-ex- 
isting parties; that “no substantial change should be made without 
consulting the contracting parties”; and that “the BNA Acct is the charter 
of the provinces in which power has been fixed and determined between the 
Dominion and the provinces” (in Armstrong, 1986, p. 123). This new 
consensus on the meaning of the federal constitution would not survive the 
Great Depression. 
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PART III 


Crisis and Transformation 


Modern Canadian federalism is distinguished from its predecessor by its 
thorough-going departure from the classical, “watertight compartments” 
model established in the last years of the nineteenth century. Post-war 
federalism is characterized by much higher levels of jurisdictional overlap 
and policy interdependence or, as Albert Breton has called it, “de facto 
concurrence” of jurisdictions. This transformation had two related causes. 
The first was the dramatic expansion of the economic and social roles played 
by the Canadian state. The second was the failure of all attempts to 
implement the new state by means of centralizing constitutional reforms. 
The first development rendered obsolete many of the old constitutional 
categories by which powers had been divided between the two orders of 
government. The second development meant that de facto concurrence 
could not be eliminated by transferring activities to federal jurisdiction, or 
by moving back toward the quasi-federal system that Macdonald had cham- 
pioned. 

The new roles of the Canadian state may be traced to the economic 
upheavals of the Great Depression. An increasing number of Canadians 
came to believe that only a fundamentally transformed political economy 
could resolve the social and political crises, and prevent their recurrence. 
Many also believed that only the federal government had the powers, 
resources and expertise to orchestrate the transformation and effectively 


perform the new roles which would be required of the state. Hence there 
was a widely shared perception, at least in English Canada, that some form 
of extensive centralization — perhaps even the end of federalism — must be 
carried out. While raising these issues, the Depression years brought forth 
no widely accepted answers upon which a new political accommodation, 
bridging the major differences that divided Canadian society, could be built. 

The experience of the war years provided answers to both questions. It 
demonstrated that the federal government, stimulating aggregate demand 
through its war expenditures, could rapidly restore the national economy 
to full employment, thereby vindicating Keynesian theory and providing 
Ottawa officials with experience in turning theory into practice. The War 
shifted the relative bargaining power of labour and capital, generating some 
of the political pressure that forced Mackenzie King to implement the 
commitment to the social welfare state which he had endorsed in 1919. 
Finally, the War led to Canadian endorsement of the American plan to 
restore market economies, situated within an open international economy, 
as the foundation of the post-war economic order upon which the high 
employment welfare state would be superimposed. This ensemble of inter- 
locking policies we call the International Policy. 

The War also shaped the means by which Ottawa gathered the powers 
and resources necessary to meet its new commitments. The conscription 
crisis weakened Godbout’s relatively reformist Liberals, replacing them 
with Duplessis’ conservative Quebec nationalist Union nationale. This 
eliminated whatever chance there may have been of centralizing the federa- 
tion through constitutional amendment without a fundamental rupture 
with Quebec. The political impossibility of such reforms, combined with 
the imperatives for a more centralized federation, together sealed the fate 
of classical federalism in Canada. 


Y 


Chapter 5 


The Crisis of Classical Federalism, 1930-38 


Both linguistic and class differences in Canada had become more 
regionalized between 1896 and 1929 as a result of economic, demographic 
and political developments. The Great Depression destroyed the tradition- 
al economic bases of hundreds of thousands of individuals, families, towns 
and entire regions of Canada. As habitual ways of seeing themselves and 
their society were shaken, people began to ask new questions about the 
appropriate economic and social roles of the state, the rights which private 
capital and organized labour should possess, and the desirability of the 
regional economic division of labour which the National Policy had created 
(Mallory, 1976, p. 40). 

The proliferation of new political parties in this period demonstrates that 
Canadians embraced a wide variety of answers to these questions. The 
traditional parties could stave off the threats posed by these new parties 
only by adopting programs that they would have rejected out of hand in the 
previous decade. Thus, in the 1930s, regional and class divisions which had 
emerged in the previous thirty years were radicalized. Yet, the federal 
government did not implement reforms on a scale equivalent to those of 
Roosevelt’s New Deal. Nor did Canadian federalism undergo the same 
process of centralization. The new political economy and the new 
federalism were not implemented in Canada until after the Second World 
War. Even then, the form of modern Canadian federalism differed from 
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that in the United States, in spite of the similarities in the new roles which 
their federal governments would play. 

The single most important factor distinguishing Canadian from 
American politics in this period was, as it continues to be, the existence of 
a francophone majority in Quebec. The economic crisis provoked some 
important changes in elite and public opinion in that province concerning 
the public provision of social welfare programs. But it did not shake the 
conviction that if new programs were to be undertaken, the provincial 
government must retain sufficient control over them to ensure their com- 
patibility with the religious and cultural character of the province. What 
was required, on this view, was not the centralization of constitutional 
powers, but rather the jurisdictional and fiscal decentralization which 
would enable the Quebec government to implement such programs. 

This position, defended by a solid Quebec bloc, could not have prevented 
significant movement toward centralization had the other side of the lin- 
guistic dividing line — constituting the national majority — been equally 
united in the conviction that the role of the state must be extended and that 
this extension must take place at the federal level. But English Canadians, 
more polarized than ever before on class and regional lines, disagreed on 
both these points, so only the temporary emergency of war created a 
national majority, transcending all three lines of division in favour of 
enhanced central power. 


Federal Society 


The fragility of the international economic system that was cobbled 
together in the wake of the Great War was starkly revealed by the New York 
stock market crash of 1929. The crash precipitated a dramatic fall in 
commodity prices and credit availability. As competition for shrinking 
world markets increased, the universal response was recourse to tariff 
barriers. By the spring of 1933, the volume of world trade had fallen by 28 
percent, and its value by 65 percent, from 1929 levels (Mackintosh, 1964, 
pp. 109-111). In 1929, about one third of Canada’s national income was 
derived from exports, primarily wheat and natural resources. So the 
precipitous decline in the volume of international trade, combined with the 
dramatic fall of wheat and natural resource prices, hit Canada very hard 
(Mackintosh, 1964, p. 111, pp. 113-15). Nearly 25 percent of the Canadian 
work force was unemployed in 1933, and about two thirds of school leavers 
and would-be entrants into the workforce were unable to find work (Guest, 
1980, p. 83). In 1933, Canadian per capita incomes (adjusted for the falling 
cost of living), were 74 percent of what they had been in 1926. They had 
risen to 89 percent by 1936, but at that point a new downturn in the 
American economy stalled further improvement in both Canada and the 
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United States (Mackintosh, 1964, p. 137, p. 114). By 1937, Canadian exports 
were nearly as great as in 1929 (Mackintosh, 1964, p. 119). Yet, as late as 
1939 health authorities estimated that one third of Canadians could not 
afford a diet considered nutritionally adequate (Guest, 1981, p. 83), and 
unemployment remained at 11 percent (Phillips & Watson, in Cross & 
Kealey, 1984, p. 22). 

Aggregate statistics obscure the uneven sectoral incidence of the depres- 
sion. Agriculture was by far the hardest hit: in 1928 it had contributed 18 
percent of national income; in 1932 it accounted for only five percent of a 
greatly reduced income. (Mackintosh, 1964, p. 134). The export recovery 
after 1934 took place primarily in the non-ferrous mining, pulp and paper, 
and lumber industries. Agriculture experienced no parallel recovery 
(Mackintosh, 1964, p. 119). Worst off, then, were those dependent upon 
agriculture, export-dependent primary resource industries, and construc- 
tion; better off were those working in the service sector and tariff-protected 
secondary manufacturing industries; best off were those dependent upon 
investment income (Mackintosh, 1964, p. 123). Thus, it was farmers and 
workers outside the protected manufacturing sector who “rode the rails” 
in the generally fruitless search for work, stood in the soup kitchen lines 
and populated the government work camps. 

Major sectoral variations translated into significant regional disparities. 
The Depression had the least impact where income from protected 
manufacturing, the service sector and investment was greatest: in central 
Canada. The recovery after 1934 was strongest where natural resource 
industries were located: in British Columbia, Ontario and Quebec. The 
central Canadian provinces, which accounted for more than 60 percent of 
national income in 1929, increased their share in the decade that followed. 
The shares of the maritime provinces and British Columbia remained 
roughly constant, although maritimers continued to have the lowest 
average incomes in the country (Mackintosh, 1964, p. 134). The Prairies 
suffered most. Falling wheat prices were exacerbated by low yields due to 
an unprecedented conjunction of drought and grasshoppers, leaving in its 
wake the blowing topsoil from which the image of “the dirty thirties” 
derives. Between 1929 and 1937 per capita incomes dropped 72 percent in 
Saskatchewan, 61 percent in Alberta, and nearly 50 percent in Manitoba. 
Interest payments alone would have devoured half the value of the 1935 
wheat crop. At least two thirds of Saskatchewan’s rural population was still 
on relief in 1937. 

The societal effects of the Depression varied accordingly. This accounts 
in part for the variety of policy responses to the Depression taken by 
provincial governments, and the order of government with which citizens 
of a particular region most strongly identified. 
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Prairie Populism and New Political Parties 


The radicalization of the agrarian class was not confined to the prairies 
— farmers in all regions of the country suffered greatly and responded 
positively to proposals for change — but the process went further on the 
prairies than anywhere else. Not only was the economic impact of the 
Depression greatest there but, in contrast to all other provinces, the farmers 
constituted the majority of the prairie population. It was therefore impera- 
tive for parties to respond to their demands. The radicalization of the 
farmers was manifested primarily as the rise of prairie political protest. 

In 1932, radio evangelist William Aberhart launched the Social Credit 
movement in Alberta, adapting the economic theories and social criticism 
of Major Douglas to the farmers’ plight. Three years later, Social Credit 
swept into power in the provincial election (Conway, 1983, pp. 115-18). 
Premier Aberhart promised that the Alberta government would issue every 
citizen credit for $25 per month, so that people could afford to purchase 
more of the goods that the economy was perfectly capable of producing 
(Neatby, 1972, pp. 152-54). As Keynes observed in his General Theory (1936, 
p. 32, pp. 370-71), the details of social credit theory were often mistaken, 
but it also contained a crucial grain of truth: government could counter 
cyclical downturns by increasing the availability of credit. The federal 
government, claiming that it alone had the power to employ monetary 
policies, persistently and successfully attacked the Socred programs. 

The early 1930s also gave rise to a new federal party defending the 
interests of the agrarian class and drawing most of its support from western 
farmers — the Cooperative Commonwealth Federation (CCF). Its Manifes- 
to, made public in 1933 at the founding conference in Regina, stated that: 


We aim to replace the capitalist system, with its inherent injustice and in- 
humanity, by a social order from which the domination and exploitation of one 
class by another will be eliminated, in which economic planning will supercede 
unregulated private enterprise and competition, and in which genuine 
democratic self-government, based upon economic equality will be possible. 

(in Beck, 1968, pp. 208-9) 


The CCF called for the socialization of banking, credit and insurance 
institutions, as well as major infrastructure industries such as transporta- 
tion, communications and electrical power. A National Planning Commis- 
sion was to be created to “coordinate the activities of the socialized 
industries” and “plan for the production, distribution and exchange of all 
goods and services necessary to the efficient functioning of the economy”. 
Private ownership was to be preserved in the agricultural sector and provin- 
cial governments were to develop regulatory and assistance policies aimed 
at ensuring “security of tenure”. A National Labour Code was to be 
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developed “to secure for the worker maximum income and leisure, in- 
surance covering illness, accident, old age, and unemployment, freedom of 
association and effective participation in the management of his industry 
or profession”. Finally, “publicly organized health, hospital and medical 
services” were to be made “at least as freely available as are education 
services today” (in Bliss, 1966, pp. 291-94). 

Article 9 of the Manifesto explicitly addressed the implications of the 
CCF program for the federal system, calling for: 


The amendment of the Canadian Constitution, without infringing upon racial or 
religious minority rights or upon legitimate provincial claims to autonomy, so as 
to give the Dominion government adequate powers to deal effectively with 
urgent economic problems which are essentially national in scope... 

(in Bliss, 1966, pp. 294-95) 


The CCF program clearly implied extensive centralization, but it sought 
to sweeten the pill with references to the maintenance of “provincial 
autonomy”. This, together with the opposition of the Catholic Church to 
all forms of socialism, deprived the CCF of significant support in Quebec. 
But it did not stop them from increasing their strength in Ontario and the 
prairies, the other provinces with a significant agrarian Class. 


The Organization of Mass Industrial Workers 


At the outset, the Depression seemed to spell unmitigated disaster for 
the Canadian trade union movement. Widespread unemployment decisive- 
ly shifted economic bargaining power away from the trade unions and 
toward the owners of capital. Union members in stagnant industries were 
laid off, and owners refused to recognize unions attempting to organize 
non-unionized industries. Union membership in 1929 had been 322,000 or 
7.9 percent of the civilian labour force; at its lowest point in 1935, it had 
fallen to 281,000 or 6.4 percent of the labour force (Kumar, 1986, p. 108). 

Yet this crisis of the traditional unions created the space for the emer- 
gence of new, more radical types of unionism and, with them, innovations 
in organizing strategy that responded more effectively to the politicization 
of workers that the Depression encouraged. Wider and better organization 
was viewed as essential not only for the short-term defence of existing wage 
levels, but also for the long-term political reformation of the social order 
(Roberts & Bullen in Cross & Kealey, 1984, pp. 106-23). Between 1935 and 
1937, Canadian union membership increased by 100,000 to total 383,000 or 
8.5 percent of the civilian labour force, surpassing pre-Depression mem- 
bership peaks (Kumar, 1986, p. 108). 
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Even in the early 1930s there were indications of this growing politiciza- 
tion. The leaders of the more radical elements of the trade union movement 
joined with agrarian and academic reformists to launch the CCF. As in the 
days of the One Big Union movement, so in the 1930s, it was the natural 
resource extraction industries such as mining and forestry — ill-paid, 
dangerous, concentrated in company towns and ignored by the traditional 
crafts unions — that exhibited the highest levels of politicization. While such 
industries existed in all parts of the country, they were the principal 
economic base in British Columbia, which became the stronghold of the 
communist Workers’ Unity League (WUL), formed in 1929. The WUL 
sponsored eleven industrial unions and claimed responsibility for three 
quarters of the strikes in Canada in 1933. It alone organized the un- 
employed and created the Relief Camp Workers’ Union that led the “On 
to Ottawa Trek” of 1935 (Roberts & Bullen, pp. 107-10). 

In British Columbia this kind of class conflict, impinging on the daily lives 
of large segments of the population more powerfully than other dimensions 
of identity, resulted in the the most class-polarized politics in Canada. Here 
organized labour enjoyed its most striking electoral gains. In 1933, the CCF 
formed the official opposition, forcing the provincial Liberal government 
considerably to the left (Cook, 1963, p. 202). Thereafter, it was excluded 
from provincial power only by the united front which the capitalist-oriented 
parties formed against it. 

The situation was very different in Ontario, with its secondary manufac- 
turing industries dominated by the old craft unions, represented by the TLC 
and affiliated with the AFL in the United States. There, paradoxically, the 
crucial development in the radicalization of organized labour was the 
Wagner Act of 1935, followed by Roosevelt’s triumphant re-election in 
1936, in spite of unrelenting business opposition. These developments 
greatly facilitated the organizing success of the Congress for Industrial 
Organization (CIO) in the mass production industries, hitherto largely 
unorganized in both Canada and the United States (Piven & Cloward, 1979, 
pp. 118-80). 

In February 1937 the CIO — in name, at least (Morton, 1984, pp. 158-60) 
— spilled over into Canada with the Oshawa strike. Premier Hepburn sought 
to suppress it, but failed, and Canadian ClO-affiliated unions grew rapidly 
after this victory. Hepburn was able, however, to capitalize on sufficient 
anti-labour sentiment to increase his majority in the provincial election 
called shortly after the Oshawa strike. It would take war-time expansion to 
produce an Ontario labour movement capable of forcing provincial govern- 
ments to take a more conciliatory stand (Roberts & Bullen, pp. 110-11). 

But Canadian union growth was soon stalled by further developments 
south of the border: the American economy began to slow down and the 
Canadian economy followed the same course. Moreover, the AFL severed 
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all ties with the CIO, insisting that its Canadian counterpart, the TLC, expel 
all industrial unions affiliated with it, diffusing the energies available for 
new organizing in internecine conflicts (Roberts & Bullen, p. 111). 

There were domestic political problems as well. Canadian organized 
labour was never able to extract the equivalent of the Wagner Act from 
Ottawa, and this meant that organizing activities did not have the extra 
boost they had in the United States after 1935. It was from that year that 
American union density shot ahead of Canadian union density, outpacing 
it by more than 10 percent by 1940 (Kumar, 1986, p. 128). 

Yet American union density was no higher than Canada’s in the years up 
to the passage of the Wagner Act, so union density does not explain why 
organized labour was unable to get the labour legislation that would give it 
the political muscle to get a Canadian equivalent of the American New 
Deal. What, then, explained that difference? It is difficult to attribute it to 
ethnic diversity — and the cross-cutting cleavages to which it gave rise within 
the union movement — since that was an attribute of industrial workers in 
both countries. Nor does blaming it on federal institutions, another old 
standard, help. Both countries shared that attribute as well. Three factors 
seem to have been relevant: first, the fact that jurisdiction over labour fell 
mainly to the federal government in the U.S. and to provincial governments 
in Canada; second, the unique politics of Quebec and its place in the 
calculus of federal power in Canada; and third, the Congressional versus 
the Parliamentary systems of democracy. 

The first factor — the result of the Snider case, as we have seen — meant 
that Canadian labour had much less to gain even if it could succeed in 
pressuring the federal government to pass new labour legislation, unless a 
constitutional amendment re-allocating jurisdiction over labour matters 
could be secured at the same time. But here the second factor became 
relevant: such an amendment was virtually impossible given the united 
Opposition of the Quebec political elites, as Bennett discovered in 1935. 
One can imagine the conservative Southern Democratic elite playing a 
similar role in the United States, if their consent had been necessary for a 
more progressive federal government to gain jurisdiction over labour mat- 
ters, but it was not. 

An alternative to constitutional amendment would have been for the 
Prime Minister to bring pressure on the Canadian Supreme Court to 
re-think the reasoning in Snider, as President Roosevelt pressured the 
United States Supreme Court to repudiate the reasoning upon which it 
struck down the principal legislative elements of his New Deal in 1935 
(Kelly, et.al., 1983, pp. 487-500). To this end, the Supreme Court of Canada 
could have been unilaterally declared to be the last court of appeal. The 
King government introduced a bill to do this in 1939, but immediately 
referred it to the Joint Committee of the Privy Council. In the Privy Council 
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Appeals Reference, (1947) it held abolition was within federal power and the. 
Bill was enacted in 1949. Ottawa could have increased the number of 
Supreme Court justices at the same time, ensuring that the new appoint- 
ments favoured the expansion of federal power. Such a change was within 
its jurisdiction, in contrast to the President’s famous court-packing plan, 
which needed Senate approval. But Prime Minister King did not make such 
changes; on the contrary, he signalled the Supreme Court and the Privy 
Council that he did not much favour the centralization of power, as we show 
below. 

Arguably, he did not exert such pressure on the Courts because he did 
not need to: the costs of not doing so were expected to be lower than the 
costs of doing so, but not because the President, who faced an election in 
1936, was any less worried about Southern disapproval of the New Deal, 
and the Wagner Act in particular, than King was worried about facing 
Quebec in 1940. Rather, organized labour and its allies in support of a 
Canadian New Deal were less effective at pressuring King on the other side 
of the equation than their American counterparts. We have already noted 
that they had roughly the same strength in 1935, as crudely indicated by 
union density. 

It is here that the third factor became relevant. American organized 
labour was able to use the Congress to keep up the pressure on FDR. The 
Wagner Act was initially introduced into Congress by Senator Wagner 
without the President’s approval, and the 1934 Congressional elections 
greatly strengthened his hand by routing the business critics of pro-labour 
legislation (Piven & Cloward, 1979, pp. 130-33). But the Canadian move- 
ment could place much less pressure on a federal cabinet with a majority in 
Parliament and strict party discipline. Only a federal election could really 
scare King: in 1935, he didn’t need labour’s support to defeat Bennett 
because the latter bore the electoral brunt of five years of economic disaster, 
while the left was divided. Having won that election, the next one King 
would have to face was a long way off. As a result, there would be no 
Canadian New Deal. 


The Obstruction of Reformist Quebec Nationalism 


In the Quebec of the 1930s, both the industrial working class and the 
agricultural class were large and politically significant. By 1931, only 42 
percent of the French-origin population remained in the rural areas, 
despite the efforts of successive provincial governments to stabilize the 
rural population. The Depression froze the drift into the cities, and even 
reversed it to some extent, but almost six out of ten francophones ex- 
perienced the economic crisis as urban workers rather than as subsistence 
small holders (McRoberts & Posgate, 1980, p. 51). As in Ontario and 
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British Columbia, the internal dynamic of provincial politics was, to a 
considerable degree, driven by labour-capital conflicts. 

But unlike the other two heavily industrialized provinces, class conflict 
in Quebec was widely experienced by francophones as part of the older and 
deeper linguistic division. This did not mean that class divisions were 
unimportant, but that those aspects of class divisions which were reinforced 
by language differences became the focal point of nationalist class politics. 
The conflation of class and ethnic politics was rendered easier by the fact 
that most Canadiens were farmers or workers, and the relatively small 
francophone professional class was largely excluded from positions of 
power within a business sector dominated by English Canadians and 
Americans. 

Quebec nationalism, then, had conservative and reformist variants. The 
conservative variant drew a fundamental distinction between the “sphere” 
of the economy and that of politics and culture. The economy was to be 
maintained in accordance with the rules of the capitalist order as it was 
understood in the pre-World War II years: the state would have little role 
in orchestrating capitalist development, but would intervene on the side of 
business where major class conflicts threatened it. Culture, the preservation 
of religion, language and associated institutions, was considered a 
legitimate sphere for state intervention. Until the Depression, however, 
this was limited primarily to protecting private sector control of education 
and social policy from such federal incursions as the 1927 Old Age Pensions 
scheme. 

The reformist variant of Quebec nationalism understood economics and 
culture as inextricably related; it argued that an extended state economic 
and social role was essential to the realization of cultural aspirations in 
Quebec. Class conflict was viewed as one more dimension of French- 
English power relations. As a result, the reformist variant was more sym- 
pathetic to the growing francophone industrial working class and its battles 
with the predominantly English-speaking business class. 

The politics of Quebec in the 1930s centred around the struggle between 
the forces of conservative and radical Quebec nationalism. It was a complex 
battle in which the composition of the two sides was constantly changing, 
with each gaining the initiative at various times. But overall, the conserva- 
tive variant, led by Maurice Duplessis for most of the period, was to 
dominate Quebec politics. There was only one hiatus when, with aggressive 
support from the federal party, the Liberals under Godbout triumphed in 
the 1939 election. 

The short recession following the Great War elicited the first clear 
statement of reformist Quebec nationalism, captured in the demand of 
l’ Abbé Groulx that French Canadians become “maitres chez nous”. In the 
conditions of the 1930s these ideas rapidly revived, and greatly extended 
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their influence among both the francophone elite and the general popula- 
tion. Proponents argued that control over the key elements of the Quebec 
economy must be wrested from the hands of American and English 
Canadian trusts by the Quebec government. Only popular control of their 
economic destiny would permit the nation to maintain a balance between 
the urban and rural life in keeping with its religious and cultural ideals. At 
the top of the list of English “trusts” were the pulp and paper companies, 
notorious for their poor wages, and the hydro-electric power corporations, 
which charged high rates in the cities and showed no interest in rural 
electrification (Neatby, pp. 115-16). 

In these early phases, the resurgence of reformist Quebec nationalism at 
the popular level was, to a considerable extent, led by elements of the 
Catholic church. The rudiments of a more urban, labour-oriented, “Chris- 
tian Democratic” politics had been evolving within the Catholic trade union 
movement. Many Catholic priests and laymen were confronted with the 
social and economic problems thrown up by the new industrial Quebec. It 
politicized them, just as it had the English Canadian proponents of the 
social gospel since the 1890s. Even before the Depression there had been 
important signs of these changes. In 1926 the Confederation des Travail- 
leurs Catholiques du Canada (CTCC) had adopted a resolution in favour 
of Quebec participation in the federal old age pension scheme, much to the 
chagrin of Taschereau’s Liberal government (Bryden, 1974, p. 90). The 
Depression reinforced social reform tendencies within the leadership of the 
CTCC. 

The social reformers within the Quebec Catholic church were given 
intellectual support and doctrinal authority by contemporary develop- 
ments in European Catholicism. Pope Pius X’s 1931 encyclical Quad- 
ragesimo Anno, the most important papal pronouncement on social 
questions since Leo XIII’s Rerum Novarum of 1891, rejected laissez-faire 
capitalism, stating that: 


...the immense number of propertyless wage earners on the one hand, and the 
superabundant riches of the fortunate few on the other, is an unanswerable 
argument that the earthly goods so abundantly produced in this age of in- 
dustrialism are far from rightly distributed and equitably shared among the 
various Classes of men. 

(cited in Quinn, in Francis & Smith, 1982, p. 438). 


The encyclical also rejected communism and socialism but, in calling for 
a substantial redistribution of wealth, it required a fundamental re-thinking 
of the appropriate roles of church and state in Quebec. To the authority of 
the papal decree was added the apprehension created among the more 
conservative wing of the Quebec church by the formation of the CCF and 
the publication of the Regina Manifesto. Its stated commitment to spread 
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its doctrine to all provinces prompted the church to move rapidly from the 
Pope’s statements of principle to a concrete set of proposals for economic 
and social reform (Quinn, pp. 438-39). 

Responsibility for the development of these proposals was entrusted to 
an organization sponsored by the Jesuit Order, /’Ecole Sociale Populaire 
(ESP). The ESP drew together Catholic laymen playing leading roles in key 
French Canadian institutions — the CTCC, the farmer’s organizations, the 
credit unions and cooperatives, the patriotic and professional associations, 
and the universities — and assigned them the task of drawing up proposals 
for reform in major policy areas. In the fall of 1933 their proposals appeared 
in the pamplet entitled Le Programme de restauration sociale. They called 
for “steps to strengthen and even extend the agrarian section of the 
economy”; “an extensive scheme of labour and social legislation which 
would raise the incomes and provide greater economic security for the 
working class”; measures to “curb the power of the public utilities and other 
large business enterprises”; and “legislation which would eliminate 
patronage politics” by means of electoral and administrative reforms 
(Quinn, p. 439). 

These reforms found articulate advocates among the younger members 
of the Quebec Liberal party — led by Paul Gouin, the grandson of Honore 
Mercier — who called themselves L’Action Libérale Nationale (ALN). In 
1933 the ALN repudiated the informal political leadership of Henri 
Bourassa, following a series of public lectures in which Bourassa warned 
young nationalists against racial pride and separatism, in favour of l’ Abbé 
Groulx (Wade, 1956, pp. 904-5). They sought to persuade Premier Tas- 
chereau, and the older generation who dominated the Liberal party, to 
abandon their largely /aissez-faire stance on economic and social policy in 
favour of a program based on the ESP recommendations (Quinn, p. 433, p. 
439). But Taschereau ignored them, and shortly before the 1935 election 
they left the Liberal party to ally themselves with the Conservatives, led by 
Maurice Duplessis. Duplessis agreed to accept the ALN’s reformist plat- 
form and a new party, the Union nationale (UN), was formed (Quinn, p. 
440). 

“te UN captured 42 seats in the 1935 Quebec election, leaving the 
Liberals in power with 48 seats, but gaining almost four times the repre- 
sentation that the Conservative opposition had held in the previous legis- 
lature. With this strength the Union nationale was able to force the creation 
of legislative committees which proceeded to expose the corrupt practices 
of the Liberal governments that had dominated the National Assembly 
since 1896, Premier Taschereau was implicated and forced to resign; he was 
replaced by Adelard Godbout, who dissolved the Assembly and called an 
election for August 1936. Godbout sought to undercut support for the UN 
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by incorporating many of their proposals into his election platform. He 
promised: 


an extension of rural credit facilities, a programme of rural electrification, and 
the provision of subsidies on certain farm products; an intensified colonization 
programme; a sweeping reduction of electricity rates throughout the province; 
a public works programme to solve the problem of unemployment; a minimum 
wage scale for industrial workers not covered by collective labour agreements, 
and the introduction of certain amendments to the Workmen’s Compensation 
Act requested by the trade unions; the establishment of a system of needy 
mother’s allowances; and the elimination of the practice of cabinet ministers 
accepting directorships from companies doing business with the government. 
(Quinn, p. 443) 


Before dissolution, several pieces of legislation that both parties agreed 
should not be delayed, including legislation enabling the province to par- 
ticipate in the federal government’s old age pension program, were passed 
(Bryden, 1974, p. 92). 

Godbout’s last-minute flurry of reform proposals did not save the 
Liberals — the Union nationale won 76 of the legislature’s 90 seats (Quinn, 
p- 445). This was not, however, the beginning of the era of state activism 
and social reform in Quebec. Even before the election was over, Paul Gouin 
had broken with Duplessis over the latter’s domination of the party. 
Premier Duplessis included only a few prominent ALN members in his first 
cabinet. Thereafter he took steps to wean the ALN rank and file away from 
their original leadership. None of the important social and economic 
reforms in the UN platform was carried out, although large deficits were 
run to fund more traditional conservative programmes aimed at encourag- 
ing increased rural settlement (Neatby, pp. 116-17). 

Conservative Quebec nationalism became the public philosophy of the 
UN government. The “Padlock Law” of 1937, granting the cabinet the 
power to lock up any premises used for “propagating Communism or 
Bolshevism”, revealed the kind of coalition that supported the political 
stance of the Union nationale: the conservative wing of the Catholic 
Church, English big business, and party men seeking to weaken the powers 
of their critics and potential political rivals (Neatby, pp. 116-17). 

Thus, while pressures for economic and social reform were mounting in 
English Canada, Duplessis was able to exclude from his ruling coalition 
those elements that demanded parallel changes in Quebec. Despite impor- 
tant differences in the social origins and support bases of the Tashereau and 
Duplessis governments, they shared an adamant opposition to social and 
economic reforms entailing an extended state role. In particular, both 
opposed any reforms which were to be carried out by the federal govern- 
ment in areas which they regarded as falling under exclusive provincial 
jurisdiction. Thus, the Depression shook but did not topple the coalition 
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which had run Quebec since 1896. It did, however, contribute to the 
disengagement of federal and provincial politics by reducing the new 
Quebec Liberal party, the bearer of the more reformist strand of Quebec 
nationalism, to Opposition status for most of the next quarter century. 


The 1935 Federal Election 


The political implications of the societal changes traced in the last three 
sections were manifest in the federal election of 1935. Acknowledging the 
failure of his tariff and Commonwealth preference policies, Prime Minister 
Bennett had decided by late 1934 that he must face the electorate with 
impressive new policies, a Canadian version of the New Deal. In a series of 
radio broadcasts in January 1935 he declared that: “Canada on the dole is 
like a young and vigorous man in the poor house. The dole is a condemna- 
tion, final and complete, of our economic system. If we cannot abolish the 
dole, we should abolish the system” (Cook, 1963, p. 194). 

The Speech from the Throne followed up such declarations with legisla- 
tion establishing an eight hour day, a forty-eight hour week, the elimination 
of child labour, a minimum wage, a national employment service and a 
social insurance scheme. Improved credit for farmers and fishermen was 
provided for, as was the regulation of trusts, monopolies and financial 
speculators. Public works, housing and relief programs were created. The 
package represented a major advance in Canadian social and economic 
legislation. Its purpose, Bennett declared in the Throne Speech, was “to 
remedy the social and economic injustices now prevailing and to ensure to 
all classes and to all parts of the country a greater degree of equality in the 
distribution of the benefits of the capitalistic system” (Wade, 1956, pp. 
830-31). 

Many doubtless questioned the sincerity of Bennett’s political death-bed 
conversion to state intervention, but even if this were granted, a deeper 
problem remained. The avowed purpose of Bennett’s new legislation was 
to reform capitalism, rather than replace it: “When capitalism is freed at 
last from its harmful imperfections, when government exercises the in- 
tended measure of regulation over capitalist groups, capitalism will be in 
fact your servant and not your master” (in Neatby, 1972, p. 66). This view 
of capitalism would find wide support in Canada and elsewhere during 
post-Second World War period. In the Canada of the Great Depression, 
however, Bennett either went too far or not far enough. 

For many westerners, the proposed legislation was too weak. Two radical 
western-based parties representing this position, the CCF and Social 
Credit, contested the 1935 federal election. A third, less radical, was formed 
when H.H. Stevens, a cabinet minister in the Bennett government, resigned 
in 1935 to found the Reconstruction Party. He argued that Bennett’s 
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Dominion Trade and Industry Commission Act, one of the eight pieces of 
“New Dea!” legislation, was a poor imitation of what the Royal Commission 
on Price Spreads and Mass Buying (in which he had figured prominently) 
had recommended for the protection of Canadian consumers and primary 
producers from the wave of corporate concentration associated with the 
Depression (Beck, p. 210). 

Meanwhile, in Quebec, Liberal Premier Taschereau complained that 
Bennett had once been “a safe man” anxious to “retain the elements which 
had made the country great” but had now “torn these leaves from the book 
of his political life and unfaithful to his past, launched into a Socialistic 
venture bordering on Communism” (Beck, p. 214). In Ontario and the 
Maritime provinces each of these polar reactions to the Bennett “New 
Deal” found significant support. The overall tendency was also to move 
away from the Conservatives. 

King’s Liberal party proposed little in the way of major reform in the 
course of the election campaign. This garnered him 44.8 percent of the vote. 
More than 20 percent of the voters supported one of the three parties to 
the left of the two traditional ones, but vote splitting among them ensured 
many Liberal pluralities. King’s Liberals won 173 seats, to the 25 seats 
secured by the three new parties. The electoral system worked in favour of 
the Social Credit Party which, concentrated in Alberta, secured 17 seats 
with only four percent of the national vote. It cut the opposite way, against 
the the CCF and the Reconstructionists, which secured only eight seats 
between them, despite having each secured twice the share of popular 
support received by the Socreds. The Tory share of the national vote fell to 
29.6 percent, from 48.8 percent in 1930, and the party secured only 40 seats 
(Beck, pp. 202-3, pp. 220-21; Brodie & Jenson, 1980, pp. 175-80). 

While the King government’s policy initiatives in the next five years were 
much more limited than those which Bennett had proposed, the 1935 
election nonetheless marked a turning point in Canadian politics. If King’s 
federal government would not play a more active social and economic role, 
then those who had supported one of the new parties, or the Bennett New 
Deal, would look to their provincial governments to achieve these ends. 
The efforts of several provincial governments after 1935 to expand their 
activities significantly, and King’s efforts to limit such innovations, gave rise 
to a period of intense federal-provincial conflict which only ended with the 
war. 


Federal State 


The Depression produced a fiscal crisis which plagued the federal system 
until growth was restored by the war. One result was increasing controversy 
concerning the constitutional division of taxing powers and spending 
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responsibilities. Initially, these debates were conducted within the 
parameters of traditional assumptions about the appropriate economic and 
social roles of the state. But as the depression wore on, both orders of 
government began to depart from the orthodox economic reponses to the 
crisis which were so obviously inadequate, only to find that the federal 
constitution significantly limited what they could legally do. As a result, 
constitutional controversy took on a new depth and urgency after 1935. 

Some English Canadian critics argued that only the federal government 
was capable of carrying out the necessary reforms effectively and, hence, 
that constitutional change to centralize power was essential. This position 
was fiercely resisted by a number of provincial governments. The govern- 
ments of Quebec and Ontario resisted partly because they were opposed to 
reform per se, and partly because, as the wealthiest provinces, they opposed 
redistribution from them to the poorer provinces. The governments of — 
Alberta and British Columbia resisted because they hoped to undertake 
such reforms themselves, believing that, given strong central Canadian 
resistance, Ottawa would never move far enough, fast enough. 

To understand the significance of the crisis, we first set out its fiscal 
dimension, then turn to the broader constitutional conflicts which grew in 
the latter half of the decade, focussing on the Bennett New Deal, the social 
credit program introduced by the Aberhart government of Alberta, and the 
King government’s response to both in the years between 1935 and the 
outbreak of war. 


Fiscal Crisis 


Canada’s transition to a primarily urban and industrial society had 
rendered obsolete the assumption that social services — above all, public 
welfare — could and should be provided by private institutions: the extended 
family, charities and the Church. The growing political power of social 
gospellers, urban reformers and organized labour ensured that, by the 
1920s, the role of the state in these areas had expanded significantly. But 
the obsolete assumption remained embodied in the BNA Act, which as- 
signed these responsibilities to the provincial governments without giving 
them the taxing powers necessary to support their extension. 

There had been a portent of the economic vulnerability of this arrange- 
ment during the 1921-24 recession, when the federal government was forced 
to rescue over-extended provincial governments with emergency relief 
grants. But no reforms followed. So, while a constitutional amendment 
formula was discussed in the 1920s, the impetus was the impending Statute 
of Westminster and the widening agreement on the desirability of achieving 
full national independence from Great Britain, rather than a perceived 
need for a reorganization of fiscal federalism. With the return to economic 
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growth in the latter half of the 1920s, buoyant provincial revenues were 
sufficient to cover increases in social service spending. Provincial “fiscal 
autonomy” increased throughout the decade, in spite of their new expendi- 
tures. But this autonomy was as unstable as it was in the early 1920s. 

The Great Depression triggered a crisis of intergovernmental fiscal ar- 
rangements. Total government outlays rapidly increased to provide levels 
of public assistance that remained inadequate. Government “relief” expen- 
ditures, including direct transfers to individuals and expenditures on public 
works and various agricultural and industrial subsidies, rose from $18.4 
million in 1928 to $165.1 million in 1937. Expenditures on old age pensions 
rose from $1.9 million in 1928 to $38.9 million in 1937 (Rowell-Sirois, p. 
174). Excluding relief expenditures, total per capita outlays remained prac- 
tically the same in 1937 as in 1930, but against the backdrop ofa contracting 
economy the ratio of total government expenditures to National Income 
increased from 20 percent in 1930 to 26 percent in 1937 (Rowell-Sirois, p. 
180-81). 

Provincial governments bore most of these new expenses. The municipal 
governments to which they had traditionally assigned most of the respon- 
sibility for the administration and funding of public welfare were utterly 
incapable of continuing to meet the need. The provinces undertook major 
cuts in other spending areas, such as education and economic infrastruc- 
ture, and borrowed heavily. They raised the rates on traditional tax sources 
and levied new forms of tax: income taxes in Ontario and the west, a wage 
tax in Manitoba, and retail sales taxes in Alberta and Saskatchewan 
(Rowell-Sirois, p. 181, p. 183). 

Still it was not nearly enough. The federal government had to provide 
about 46 percent of total government expenditures on relief and public 
welfare between 1930 and 1937. Most of this federal share took the form of 
conditional grants, although the four western provinces also received loans 
totalling $106 million. The ratio of federal to provincial relief spending 
varied greatly from region to region: the Dominion government provided 
85 percent of all relief expenditures in Saskatchewan and 29 percent in 
Quebec, with the other provinces falling in between (Rowell-Sirois, p. 176, 
p. 179). 

Even this substantial federal aid did not prevent mounting provincial 
budget deficits, particularly in the west. Despite gradual recovery from the 
trough of 1932, 20 percent of provincial and municipal revenues were being 
absorbed just to pay the interest on debts in 1937 (Rowell-Sirois, p. 179, p. 
184). Alberta defaulted on payments owed on its provincial bonds in April 
1936 and Saskatchewan, in even worse financial straits, seemed destined to 
follow the same course unless there were significant increases in federal 
transfers. It was feared that a second provincial default so soon after the 
first might undermine Canada’s international credit rating. The federal 


76 Chapter 5 


government, through the Bank of Canada, stepped in to aid Saskatchewan 
and default was averted. But these were band-aid measures (Neatby, 1976, 
pp. 159-61). Large deficits on the current account still existed in Alberta 
and Saskatchewan and the other provinces were just barely in balance. 
Others would fall into deficit again if the emergency federal transfers were 
cut or terminated (Rowell-Sirois, p. 179, p. 184). 

The efforts of the federal government to increase its revenues in order to 
meet its own debt charges and maintain the flow of transfers to the provin- 
ces contributed to a burgeoning “tax jungle” which: 


...added greatly to the confusion and inefficiency of the Canadian taxation 
system. The joint occupation by the Dominion and the provinces of the progres- 
sive tax field (except inheritance taxes) and the corporate tax field led in the one 
case to inadequate use and in the other to wasteful duplication. As a consequence 
far too great a proportion of the load of government expenditure was carried by 
regressive consumption taxes, by real estate taxes, and by economically harmful 
taxes On corporations and businesses. 

(Rowell-Sirois, p. 184) 


A constitutional amendment allowing the provincial governments to levy 
certain types of indirect taxes might have stabilized provincial revenues and 
reduced federal transfers, making it easier to eliminate double taxation in 
other areas. By 1936, King and his Minister of Finance were willing to go 
along with such an amendment. But the Conservatives fiercely opposed the 
amendment, both in the Commons and in the Senate, where they had a 
majority. By the time the Senate rejected the Bill, King had reconsidered 
and no effort was made to revive it. In the next decade, all discussion of 
amendments relating to fiscal arrangements would start from the presump- 
tion that the options were either centralization or the status quo (Neatby, 
1976, pp. 160-61). 

By 1937, new fiscal problems were looming. Relatively speaking, Ontario 
fared well in the Depression, but rising federal tax levels cut into provincial 
revenues. After his re-election in 1937, Premier Hepburn attacked the 
growing federal subsidies to the poorer provinces, arguing that this aid came 
from taxes collected in Quebec and Ontario. Premier Duplessis of Quebec 
found this line of argument congenial. Since the 1920s Quebec’s position 
on federal conditional grants had been that they were a violation of provin- 
cial autonomy and contrary to the constitution. Changes in the levels of 
statutory provincial subsidies were likewise argued to be invalid unless 
approved by all provincial governments (Armstrong, pp. 201-10, pp. 213- 
17). This was the era of the “Toronto-Quebec axis” against Mackenzie King 
and the federal government (Creighton, 1970, p. 237). 

By mid-1937, then, the financial state of the federation was worse than 
ever, and there seemed little possibility ofachieving consensus on new fiscal 
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arrangements. After much debate within Cabinet as to whether Ottawa 
should permit Manitoba and Saskatchewan to default, King was persuaded 
by the provinces of Manitoba and Saskatchewan to appoint a Royal Com- 
mission to investigate and make recommendations regarding solutions to 
the crisis (Bryre, 1986, pp. 192-93). The Royal Commission on Dominion- 
Provincial Relations — the Rowell-Sirois Commission — was appointed in 
August 1937 and was instructed to re-examine “the economic and financial 
basis of Confederation and of the distribution of legislative powers in the 
light of the economic and social developments of the last seventy years” 
(Rowell-Sirois, p. 2). To analyze the origins of the crisis was one thing; to 
arrive at acceptable means of solving it was another. The Royal Commission 
would be forced to consider the purposes for which federalism existed, and 
how these purposes could be rendered compatible with the new roles that 
governments were required to play. Constitutional developments between 
1935 and 1940 had great bearing on this larger issue. 


New Deals and Constitutional Impasse 


Aside from substantial increases in federal transfers, “charity” to which 
the provinces had no legal claim and which could not be expected to last 
beyond the economic emergency, the Bennett government did remarkably 
little in the early depression years. Increased subsidies were made to the 
railways and the coal industry, and a variety of price support schemes were 
undertaken for wheat producers (Rowell-Sirois, pp. 171-74), but Bennett 
launched no dramatic policy initiatives like those in Roosevelt’s America 
(Neatby, 1972, p. 58). 

Prime Minister Bennett’s reticence cannot plausibly be traced to a keen 
sense of provincial rights, or of the sociological realities underlying the legal 
doctrine. When, in 1935, he finally decided that a major departure from 
conventional economic policies was necessary, he did not bother to consult 
his own cabinet ministers, much less the provincial governments (Neatby: 
1972, p. 65). Nor was Prime Minister Bennett one for worrying about the 
details of the constitutional division of powers. He seems to have been 
confident that constitutional grounds for his “New Deal” legislation could 
be found within the BNA Act. 

The principal reason for the relative lack of federal initiative in the early 
years of the Depression seems to have been that Bennett believed the crisis 
could be remedied by the policies he campaigned for in 1930: the restora- 
tion of access to foreign markets for Canadian goods through Imperial 
preferences and the use of Canadian tariffs (Neatby, pp. 58-64). Nor did 
provincial governments press forcefully for the federal government to 
undertake more radical programs in these early years. They were focussing 
on the immediate task of meeting their burgeoning relief commitments and 
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their principal interest in the federal government was increased tax room, 
larger grants, or both. This focus on fiscal arrangements meant that in the 
first phase of the Depression there was relatively little intergovernmental 
discussion of fundamental reform to the federal constitution. As in 1927, 
so in 1931, the Dominion-Provincial Conference discussed the amending 
formula only because the issue had to be dealt with as part of the Statute of 
Westminster. 

By 1935 the situation had greatly changed. Prime Minister Bennett’s 
radio speeches of that spring had proclaimed the necessity of major changes 
in national economic and social institutions. These changes, his legislative 
program implied, had to be brought about primarily by the federal govern- 
ment. This entailed a clear challenge to the existing federal order. Bennett’s 
defeat in the 1935 federal election left King with the dilemma of what to do 
with the Bennett New Deal. Unlike Bennett, King was highly sensitive to 
provincial objections (especially from Quebec and Ontario) that the legis- 
lation constituted a major encroachment on provincial jurisdiction. One of 
King’s first acts upon being restored to power was to refer all of Bennett’s 
proposed legislation to the Supreme Court of Canada (Neatby, 1976, p. 
151). 

King then sought to determine whether a consensus on constitutional 
reform could be found at the Dominion-Provincial Conference of Decem- 
ber 1935. He was open to proposals to extend federal authority to regulate 
wages, working conditions and combines in restraint of trade, but advocated 
no specific amendments. King preferred to concentrate on the preliminary 
problem of securing agreement to an amendment formula. 

A committee of the conference was assigned the task of exploring the 
latter issue. Premier Taschereau, who had opposed any discussion of an 
amendment formula in 1927, now proved receptive to the idea in the 
twilight hours of his regime. Still, the participants were a long way from 
agreement on a concrete formula at the end of the conference and it was 
agreed that federal and provincial officials should immediately begin to 
meet with a view to developing such a formula (Neatby, 1976, pp. 151-52). 

The conference of 1935 was remarkably conciliatory considering the 
economic stress facing both orders of government, and there was consider- 
able optimism that an amending formula would soon be found. By February 
1936 federal Minister of Justice Ernest Lapointe and the provincial Attor- 
neys-General had, with the exception of New Brunswick, reached agree- 
ment on a formula: unanimous consent of all legislatures would be required 
for amendments touching on such crucial areas of the constitution as the 
educational rights of religious minorities. For other areas, such as social 
policy, the consent of parliament and two thirds of the legislatures, repre- 
senting at least 55 percent of the Canadian population, would be sufficient. 
It was a major advance, but New Brunswick could not be induced to agree 
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to it. King refused to act without unanimous consent, and the recommen- 
dations were shelved. Soon federal-provincial conflict began to escalate. 
The moment for constitutional reform based on unanimous provincial 
consent had passed (Neatby, 1976, pp. 161-62). 

The King government did take some initatives. It negotiated a formal 
trade agreement with the United States within weeks of taking office. The 
Bank of Canada, which Bennett had established in 1934 as a “banker’s 
bank”, was nationalized, but the federal control thus acquired was not used 
to go beyond the easy money policy already established under its first 
Governor, Graham Towers. A National Employment Commission was 
created with the aim of coordinating the administration of relief expendi- 
tures and recommending measures to create employment opportunities. 
But when the Commission took up the views of Keynes in 1937 and urged 
the federal government to run a major budget deficit, King balked (Neatby, 
pp. 82-84). 

Early in 1937, the Privy Council rendered its decisions on the Bennett 
legislation. Its conclusions echoed those of the Supreme Court of Canada 
on all important matters (Mallory, 1976, p. 53). Two less important statutes, 
one amending the Criminal Code to strengthen Ottawa’s authority to 
regulate restrictive trade combinations, and the other extending a form of 
bankruptcy procedure to farmers (Mallory, 1976, p. 51), escaped their 
scrutiny unscathed. The Dominion Industry and Trade Commission, a 
watered-down version of the regulatory body recommended by the Royal 
Commission on Price Spreads, was found to be valid in part (Beck, p. 210; 
Rowell-Sirois, p. 193). But the five most important statutes were all held 
to be ultra vires. 

The three Acts which had together established national standards for 
minimum wages and maximum hours of weekly work were all found to 
pertain to “property and civil rights” and, hence, to fall under exclusive 
provincial jurisdiction. The federal argument that the Acts fell within its 
treaty power because they enacted obligations assumed by the Dominion 
under the conventions of the International Labour Organization, was 
rejected (Rowell-Sirois, p. 194). The Privy Council held that: 


if in the exercise of her new function derived from her new international status 
Canada incurs obligations they must, so far as legislation is concerned, when they 
deal with Provincial classes of subjects, be dealt with by the totality of powers, in 
other words by co-operation between the Dominion and the Provinces. While 
the ship of state now sails on larger ventures and into foreign waters she still retains 
the watertight compartments which are an essential part of her original structure. 

(cited in Tremblay Commission, p, 134, emphasis added) 


The Natural Products Marketing Act provided for the creation of a 
Dominion Marketing Board to regulate “the time and place of and the 
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agency for marketing as well as the quantity, quality and grade of any natural 
product which was allowed to be marketed at any time” (Rowell-Sirois, p. 
196). It was to apply to any natural product if its principal market fell 
outside the province in which it was produced. Once this condition was met, 
all marketing transactions in that product, including those taking place 
within provincial boundaries, would fall under the Act. The Privy Council 
found this statute ultra vires on the ground that the federal “trade and 
commerce” power did not extend to the regulation of intra-provincial trade 
(Rowell-Sirois, pp. 196-97). F.R. Scott’s reaction to the Privy Council 
judgment on this point was characteristically caustic: 


We now have two examples of marketing legislation; the first a provincial Act in 
British Columbia which the Supreme Court threw out because it interfered with 
interprovincial trade, and this (federal) Act which was thrown out because it 
interfered with local trade. The courts, in other words, have created a no man’s 
land in the constitution and are able to invalidate any marketing legislation they 
do not like. 


(cited in Mallory, p. 53) 


The Employment and Social Insurance Act provided for the creation of 
an unemployment insurance program to be financed partly by employer and 
employee contributions and partly by the federal government. It also 
declared the government’s intention to examine public health insurance, 
and plans for unemployment relief for those ineligible for the benefits 
provided in the Act (Guest, 1980, p. 88). The Privy Council found that levies 
on employees and employers was an invasion of provincial jurisdiction over 
property and civil rights. To the federal government’s argument that the 
Act could nonetheless be justified as an exercise ofits general “Peace, Order 
and Good Government” power, given that unemployment had reached the 
proportions of a national evil, the Privy Council replied that a long line of 
decisions had established that this was a power confined to such “temporary 
and overwhelming emergencies as war, pestilence or famine” (Rowell- 
Sirois, p. 195). 

The effect of the Privy Council’s decisions, in Mallory’s opinion, was 
“practically to paralyse the Dominion as an agency for regulating economic 
activity...the Dominion had practically no jurisdiction over labour, prices, 
production, and marketing except in wartime” (1958, p. 51). King was now 
able to blame the constitution for federal inaction. Many accepted this 
explanation and there was much argument among reformers such as Scott 
concerning the conservative politics of the old men on the Privy Council. 

Yet, as we argued in our discussion of industrial class divisions, King had 
other options, including constitutional reform and court-packing. 
Moreover, if he had supported the Bennett legislation, he could have 
implemented it, awaiting such private challenges to its constitutional status 
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as might arise. If these measures had improved the national economy, or 
were believed to have done so, the public outcry against their abolition by 
a foreign court would have backed his demands for constitutional change. 
This was the strategy being followed at this time by the Social Credit 
government in Alberta, with growing popular support despite its constitu- 
tional defeats. But King did none of these things; instead, he immediately 
referred the Bennett legislation to the courts. As Mallory observes: “Under 
such circumstances, it is unlikely that the Court would be led to believe that 
the government was strongly attached to the legislation” (1976, p. 50). 

Why was King against the federal government playing the sort of extended 
economic and social role implied by Bennett’s legislation? It was not 
because King was an inflexible fiscal conservative. By 1938, albeit with some 
misgivings, he had been persuaded to undertake a moderately expansionary 
budget on the Keynesian grounds advocated by the National Employment 
Commission and his Minister of Labour, Norman Rogers (Neatby, 1976, 
pp. 247-48, pp. 250-58). Nor can King plausibly be portrayed as a libertarian 
intent upon maintaining a minimal state. In the same year that King 
accepted the desirability of running a deficit, he refused to utilize the federal 
power of disallowance to strike down Duplessis’ “Padlock Law” (Neatby, 
1976, pp. 233-36, pp. 267-68). 

The best explanation for the King government’s relative inactivity during 
the Depression, and his willingness to expand federal social and economic 
policy thereafter, is not to be found either in the federal constitution or in 
King’s ideas of economics or justice. It is that the first priority of King and 
his Liberals, for both ideological and party self-interest reasons, was nation- 
al unity. As long as there was no clear English-speaking majority position 
on the appropriate role of the state, electoral politics left King with room 
to manoeuvre. In this context, King preferred to avoid the kind of economic 
and social policy initiatives that Taschereau denounced in 1935. To his 
conscience and his diary King justified his refusal to disallow or refer the 
Padlock Law to the courts, in spite of his personal opposition to it, by 
arguing that “in the last resort, the unity of Canada was the test by which 
we would meet all these things” (cited in Whitaker, 1977, p. 286). 

King’s inclinations were reinforced by the election of a Quebec govern- 
ment, less than a year after his own re-election in 1935, which was a more 
militant, if still conservative, defender of provincial rights than its Liberal 
predecessors. But King’s strategy of minimal federal activity, informed by 
his conviction that the principal threat to national unity lay in French- 
English conflict, was much less effective under conditions of economic crisis 
than it had been in the 1920s. For while federal inaction minimized the 
potential for new federal-provincial conflicts related to language, it 
provoked increasing criticism from those who saw the nation primarily 
through the lenses of region and class. 
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These elements argued that only the federal government possessed the 
fiscal resources and technical expertise to implement progressive social and 
economic policies. These policies involved redistribution between in- 
dividuals and regions which could only be achieved in accordance with 
national conceptions of collective welfare and fairness. Provincial govern- 
ments, given their accountability to sub-national political communities, 
could not be expected to take a national perspective on such issues. Poorer 
provinces, whatever their progressive aims, were hampered by inadequate 
resources and limited ability to assert claims on the rich, given the mobility 
of capital. Accordingly, it was deemed essential that the federal government 
expand its jurisdiction. 

Even before the 1937 decisions by the Privy Council, a growing number 
of English Canadian intellectuals had begun to attack the federal system as 
a major impediment to the adoption of progressive policies. Foremost 
among them had been Norman Rogers, who had first argued that federalism 
had become a “dead hand” in 1931 (Canadian Forum, xii, p. 47). Upon 
entering national politics, Rogers carried his views into King’s cabinet. 
Leading figures within the League for Social Reconstruction and the CCF 
echoed this conclusion, although there was considerable difference of 
opinion as to who should be blamed for the constitutional failure. F.R. Scott 
(1977, p. 47) stressed the culpability of the Privy Council, while Frank 
Underhill (1937) argued that the deeper source of stalemate was class- 
based opposition to “the substitution of government power in place of 
private wealth”. Still, all agreed that the solution to both economic and 
constitutional crisis lay in a centralization of federal powers. Harold Laski 
(1939), reflecting widely-held views among the Social Democratic left, went 
further, declaring that federalism was obsolete, a luxury which could no 
longer be afforded because it denied governments effective control over the 
forces of “giant capitalism”. 

Such critics had little influence on King in the latter half of the 1930s. 
The only party to endorse such views was the CCF and it was able to muster 
substantial popular support only in the West. The Maritimes remained 
conservative. So did Ontario, under Hepburn, whose populism became 
increasingly right-wing following the Oshawa confrontation and his re-elec- 
tion in 1937. So English Canada — above all, Ontario —remained divided on 
economic justice issues, allowing King to place national unity and his party’s 
image in Quebec above all else. He claimed to be sympathetic to the goals 
of the reformists, while chiding them for the politically and constitutionally 
unsound means by which they proposed to implement them. The advocates 
of a more active state turned to their provincial governments. The most 
striking example was the Social Credit government in Alberta after 1936. 

Inadequate federal responses to the western debt crisis was one of the 
major reasons for Aberhart’s movement from the comparatively orthodox 
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remedies which he introduced in 1936 toward the more radical social credit 
legislation that his government began passing in 1937 (Mallory, 1976, pp. 
57-152). Ottawa’s response to Alberta’s attempts to increase provincial 
credit and reduce government and farmer debt was the resurrection, after 
13 years of disuse, of the federal power of disallowance, confounding many 
legal experts who had concluded that this power was now a “dead letter” 
(Rowell-Sirois, p. 203; Mallory, p. 84). Shortly after the Social Credit 
legislation was passed in 1937, the federal government referred the question 
of the validity of its disallowance and reservation powers, along with three 
provincial Acts, to the courts. 

The Supreme Court of Canada ruled on the federal powers question first, 
holding that they remained intact (Mallory, p. 85). Then, in March 1938, it 
held that all three of the Alberta bills were ultra vires. Moreover, the judges 
took the extraordinary step of declaring ultra vires an Alberta statute that 
Ottawa had chosen not to refer to the Court — the Alberta Social Credit 
Act, the cornerstone of the Social Credit program. As Mallory describes it, 
“the whole legislative edifice of social credit was brought to the ground in 
a single judgement” (Mallory, p. 87). In spite of these devastating constitu- 
tional losses, the Alberta government fought on. Between 1937 and 1941 a 
total of 11 Alberta statutes were disallowed and a further 10 were declared 
ultra vires by the Supreme Court of Canada (Freisen, 1984, p. 414; Neatby, 
1976, pp. 265-67). 

Conflict between Ottawa and provincial governments was not confined 
to Alberta. By August 1937 when King appointed the Rowell-Sirois Com- 
mission, federal-provincial acrimony had reached such a level that three 
provincial governments — Ontario, Quebec and Alberta —declared that they 
did not recognize the authority of the Commission to conduct such an 
investigation and would not cooperate with it (Neatby, 1976, p. 245). Their 
objections to the Commission, and their alternative conceptions of 
federalism, became clear in the course of the Commission’s hearings, to 
which each provincial government nonetheless made some form of submis- 
sion in 1938. All provinces considered the existing division of taxing powers 
and spending responsibilities unsatisfactory, but there was no agreement 
on how it might be altered. Two polar strategies were available: either the 
centralization of social and economic responsibilities better to correspond 
to the existing distribution of taxing powers and capablities, or the 
decentralization of taxing powers better to correspond with the existing 
distribution of social and economic responsibilities. 

The governments of Quebec, Ontario, Alberta and British Columbia 
generally opposed any extension of federal jurisdiction. Ontario’s Premier 
Hepburn was most concerned with the redistributive implications of an 
expanded federal role in social policy, arguing that they amounted to an 
indirect way of transferring the wealth of Ontarians to the residents of other 
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provinces. Beyond this, the personal emnity between Hepburn and King 
was such by this time that the Premier delighted in embarrassing the federal 
Liberals and their Commission (Armstrong, 1981, pp. 209-19). Short-term 
calculations of provincial self-interest and personal rivalries were undoub- 
tedly factors in the opposition to centralization expressed by Quebec and 
British Columbia, the other two provinces with economic standards above 
the national average. But these considerations were probably outweighed 
in the case of Quebec by Premier Duplessis’ conservative nationalist 
priorities. British Columbia’s Premier Pattullo also had distinct reasons for 
Opposing centralization. He was concerned to maintain sufficient fiscal and 
jurisdictional latitude to undertake the provincial reforms necessary to 
defuse the CCF threat from his left. Alberta, unlike the other three, was not 
a member of the club of rich provinces. Premier Aberhart’s willingness to 
line up with them may have reflected continued hope for the prospects of 
provincial reform, or simply his anger toward the federal government which 
had recently blocked all of his reform legislation. 

The other provinces favoured varying degrees of centralization. Premier 
Bracken of Manitoba, soon to become the leader of the federal Progressive 
Conservative Party, was the strongest proponent of this position. As glossed 
by W.L. Morton, Bracken urged: 


...that the federal government assume the whole costs of relief and old age 
pensions and one-half the costs of certain other services. ‘The submission...was 
an argument for federal assumption of responsibilities which were national and 
for provincial revenues which would enable all the provinces to maintain the 
social services public opinion demanded at a level comparable with that of the 
more favoured sections of the nation. The unuttered alternative was repudiation 
of debt by the weaker provinces and the migration of their populations into the 
stronger provinces, with the possible result that their social services also would 
be overwhelmed. If the new standards were to be provincial, not national, the 
results would be disastrous for western Canada and serious for the remainder. 
Only a new concept of the nature and purpose of Confederation could alleviate 
the distress in the West and restore the unity of the nation. 

(Morton, 1967, pp. 431-32) 


By 1939, no significant progress on the constitutional question had been 
made. The debt problem in the western provinces was worse than ever. 
English Canadians, and provincial governments located in regions where 
they were the majority, remained divided amongst themselves. It would take 
the war to break the deadlock. 

To sum up, the Depression caused federal-provincial conflict on a scale 
that had not been experienced since the early battles of the 1880s and 1890s. 
This time, however, neither order of government was willing or able to 
develop the new economic and social policies that were required. As a 
result, the degree of centralization characterizing Canadian federalism 
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remained more or less unchanged in the 1930s, although the fiscal 
autonomy of most of the provincial governments was greatly reduced. It is 
tempting to argue that, rather than one government losing powers that the 
other gained, the courts in this period deprived both orders of government 
of powers that simply disappeared into a constitutional “black hole”. 
However, to the extent that the decisions of the courts seriously constrained 
the operations of the federal government, Mallory is surely right when he 
argues that: 


The paralysing effects of judicial interpretation on the Canadian constitution in 
the years between the wars was a reflection of the collective indecision of the 
Canadian people. For much as an increase in the activity of the state was 
demanded by a large section of the population, this same increase was bitterly 
contested by other groups who stood to gain more by the old equilibrium than 
by the new. Thus every halting step in the direction of satisfying collective wants 
was transformed into a debate on constitutional first principles. The courts were 
dragged in because of this uncertainty, and, whether composed of Canadian 
judges or the learned lords of the Privy Council, were torn by the same uncer- 
tainties. Their method of reasoning and the whole spirit of the common law itself 
contributed to the resulting stalemate, but the courts were not more confused 
than the people for whose constitution they acted as custodians. 

(1976, p. 56) 


In the final analysis, the principal cause of the stalemate was the fragmen- 
tation of Canadian opinion on fundamental questions of economic strategy 
and social justice. Without even a majority position on these issues, there 
could be no clear answers concerning the appropriate economic and social 
roles of the state and the best division of these roles between the two orders 
of government. 


Conclusions 


The Depression experience produced major shifts in the terms of debate 
about Canadian federalism. Some earlier themes, especially the salience of 
religion in politics, declined greatly. Others, notably language, remained at 
centre stage. But this cleavage, too, was changed: its territorialization meant 
that French Canadian identity was increasingly focussed on Quebec- 
Canada relations, with the Quebec state viewed as the principal institution- 
al guardian of francophone interests. Moreover, the economic and social 
issues which arose in the 1930s meant that the debate was focussed more 
on questions of the division of powers and the policy consequences of 
federalism than on the issue of minority rights. Conflicting visions of 
Canadian nationality focussed more on economic and social issues and, 
therefore, on the role of the state. 
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The relatively homogeneous agricultural base of the Prairies, combined 
with the ethnic and social distinctiveness which were products of the 
settlement patterns and political economy of the National Policy, had 
developed into a strong sense of regional identity. This evolution was partly 
recognized in 1930 when the three prairie provinces finally achieved equal 
status with the other six provinces with the transfer of ownership of natural 
resources from the federal government. The economic crisis, the perceived 
inadequacy of the federal response to it, and the jurisdictional battles over 
Social Credit reinforced regional identities and the sense of grievance 
against the centre. It was in this period that the symbols and rhetoric of 
“western alienation”, a sense of the West as subordinate to a remote federal 
political authority in thrall to central Canadian business interests, was fully 
developed. 

Industrial working class divisions emerged alongside the linguistic, 
regional and agrarian Class divisions as the most politically salient societal 
divisions, but rather than displacing them, they intersected in complex ways. 
Regional variations in class structure meant that the mobilization of class 
interests also varied: labour made few inroads in the Maritimes; in British 
Columbia it was concentrated in the resource industries; in Ontario in 
manufacturing; in Quebec it was incorporated in the primary politics of 
language and nationalism. On the Prairies, efforts to link labour and 
agriculture in the CCF met with some success. Federalism, both its societal 
and its institutional dimensions, thus fragmented and divided class iden- 
tities and interests. Nevertheless, the agenda raised by organized labour and 
agriculture called for major changes in the role of the state and, by implica- 
tion, in the federal system. More than ever before, the legitimacy of 
federalism itself, not merely one type of federalism, turned on its perceived 
capacity to respond effectively to economic crisis in a fashion consistent 
with social justice. 
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Chapter 6 Y 


Interregnum: War Federalism, 1939-46 


World War II required massive government intervention to transform 
moribund consumer economies into high performance war economies. In 
Canada, the economic challenge was met with striking success. Unemploy- 
ment had disappeared by 1942, and productivity and output grew by leaps 
and bounds. By 1945, the share of the economy represented by secondary 
manufacturing was larger than at any time before or since. Canadians now 
had an alternative model to the old form of political economy; they also had 
evidence that it worked. 

The war strengthened the elements of the industrial working and agrarian 
Classes allied under the banner of the CCF. It greatly increased the 
economic and political bargaining power of organized labour, enabling it 
to extract a new labour law regime from the federal government and 
compliance from the private sector. As a result, trade unions expanded with 
unprecedented rapidity, constituting an ever larger and more powerful 
force in favour of extending state intervention into the post-war period. The 
agricultural sector did not expand, but war-time grain price supports helped 
to stabilize the income of those who remained on the land, reducing Prairie 
antagonism towards Ottawa and convincing farmers of the necessity of 
forcing Ottawa to continue such policies after the war. 

War was also a nation-building force. Here was a national purpose which 
many believed transcended regional, linguistic and class interests. 
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Mobilization of the work force for wartime factories and of millions of 
service men and women, fostered high levels of mobility and intensive 
contact with Canadians of other regions. The values for which the war was 
fought — democracy and freedom — were put in universal terms. Regional 
conflicts and identities were muted and few doubted that conduct of the war 
was a federal responsibility. Provincial politicans who challenged this as- 
sumption paid the electoral price, as Duplessis and Hepburn discovered. 

To this general picture, the important exception of Quebec must be 
noted, for the Second World War exacerbated French-English conflicts, as 
had the First. King was much more attuned to these dangers than Borden 
had been, but in the end a second conscription crisis could not be avoided. 
It did not cost King power in Ottawa, as it had Borden, but it cost him the 
Liberal government of Quebec and, with it, any hope of dealing with a 
Quebec government open to centralizing constitutional amendments. In 
this way, the war and its societal effects brought about the end of classical 
federalism and set the parameters that would govern the emergence of 
modern federalism in Canada. 


Federal Society 


The Second World War had immediate and profound effects upon the 
Canadian economy. It led to an enormous increase in government expen- 
ditures which, in turn, restored economic growth and full employment, 
above all in the manufacturing sector. Further, it reinforced the tendency 
toward increasing Canadian economic integration with the United States, 
ending the old National Policy and the protectionist industrial strategy of 
import substitution associated with it. 

Federal expenditures increased from $680 million in 1939 to $5.1 billion 
in 1945. The national economy responded: real GNP by 1944 was 80 percent 
greater than it had been in 1938, and while much of this increased output 
went to the war effort, personal consumption of goods and services also 
rose by about 30 percent between 1939 and 1944 (Clement, 1984, p. 89). 
The rate of growth peaked in 1942 at 18.6 percent, more than twice the 
highest annual increase that would be achieved in the post-war period. 
Unemployment had fallen to 4.4 percent by 1941 and 1.4 percent by 1944 
(Phillips & Watson, p. 22, p. 28). 

Wartime economic growth was concentrated in certain sectors: manufac- 
turing accounted for an average of 22.6 percent of real GDP between 1926 
and 1939, but in the war years it rose dramatically, peaking at 32 percent in 
1943. Employment in that sector rose by 177.6 percent between 1939 and 
1945, compared with employment in agriculture which fell to 83 percent of 
its 1939 levels (Phillips & Watson: 22,28,31). More than 60 percent of all 
manufacturing employees were engaged in the production of war materials, 
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so that most of this growth could be attributed directly to government 
spending associated with the war effort (Clement, 1984, p. 88). 

These sectoral developments were associated with major demographic 
and regional changes. They signalled renewed movement from the farms to 
the cities in all parts of the country. This had the most profound impact on 
the Prairies, where it resulted in population decline in Saskatchewan and 
stagnation in Alberta and Manitoba. In Quebec, the relative decline of 
agriculture had important cultural implications, given the special place of 
agriculture in the conservative nationalist ideology dominant in the 
province. 

Canada’s regional economies were also changing in their relation to one 
another and to the world. Specifically, the war increased the rate at which 
the economies of the regions were becoming oriented to north-south trade 
with the United States (Granatstein, 1986). Growing continental economic 
integration was reflected in the ratio of Canada-United States trade to total 
Canadian trade, and in the ratio of United States investment to total 
investment in Canada. Imports from the United States nearly tripled in 
value between 1939 and 1945, while those from the United Kingdom rose 
very little. By 1944, exports to the UK had risen to about four times their 
value in 1939 but, in contrast to Canada’s earlier trading patterns, these 
levels were exceeded by the United States for the last four years of the war 
(Creighton, 1970, p. 252). Between 1939 and 1946, the American share of 
total foreign investment in Canada rose from 60 percent to 72 percent 
(Levitt, 1970, p. 66). 

This process was not at first a deliberate policy. The war effort required 
many components and materials that could only be obtained south of the 
border. The resulting trade imbalance with the United States soon became 
untenable. The alternatives were either to reduce reliance on United States 
products or to establish new trade and currency agreements. The federal 
government initially preferred the first option: foreign exchange controls 
were tightened; imports of many products from outside the Sterling curren- 
cy blocwere prohibited; duties on British imports were reduced while excise 
taxes on American imports were increased. But these measures proved 
inadequate, even as they upset the Americans. In April 1941, King reversed 
gears. Under the terms of the Hyde Park agreement, any components 
imported from the United States, for the production of munitions and other 
war materiel to be sent to Britain, could be charged to the Lend-lease 
account that America had created for Britain. Moreover, the Americans 
would buy between $200 million and $300 million worth of defence material 
from Canada (Granatstein, 1986). 

The Hyde Park agreement helped to crystalize official thinking in Ottawa 
On questions concerning the character of the post-war international 
economy and Canada’s place in it. By 1943 key Canadian officials were 
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urging the King government to support British and American proposals to 
seek agreement on a multilateral free trade regime. Over the next year 
Canadian officials played an important role in the discussions that cul- 
minated at Bretton Woods in 1944, where the lineaments of the post-war 
international economic order were set out (Granatstein, 1986). The United 
States committed itself to backing the American dollar with gold at a fixed 
rate, the foundation of a system of fixed exchange rates. The charters for 
the international credit institutions — the International Monetary Fund 
(IMF) and the World Bank — were signed. The free trade regime that would 
later be embodied in the General Agreement on Trade and Tariffs (GATT) 
was discussed. As a result of these policies, Canada’s economy would 
become more thoroughly integrated with that of the United States than the 
framers of the original National Policy would have thought desirable. In 
effect, Canada had quietly embarked upon a new National or, perhaps more 
accurately, International Policy. 


Organized Labour Resurgent 


The strength of organized agriculture and labour (and public support for 
the CCF) grew gradually until about 1942 and then accelerated rapidly. 
Thus, it had little impact on the fortunes of the CCF in the snap election 
called by Mackenzie King in 1940. The CCF was only able to field 96 
candidates and, in any case, the national agenda in 1940 was dominated by 
one concern, Canada’s role in the war, an issue on which the CCF was 
divided. By this time the CCF had abandoned its earlier position of strict 
neutrality, at the cost of J.S. Woodsworth’s resignation, but continued to 
hold that Canada should restrict its efforts to economic aid, sending no 
soldiers overseas (Neatby, 1972, p. 102). 

There was considerable support for this stance in Quebec and the west 
where opposition to conscription had been strongest in 1917. But the 
“communist” CCF was still anathema in Quebec, receiving only 0.6 percent 
of the popular vote there in the 1940 election. In the four western provinces, 
CCF support ranged between a low of 13 percent in Alberta and a high of 
28.6 percent in Saskatchewan; all but one of their eight seats were won in 
that region. Stronger ties to Britain in Ontario and the Maritimes, com- 
bined with negligible support in Quebec, held national support for the CCF 
to below nine percent of the popular vote (Beck, pp. 232-34). The Liberals, 
wearing the mantle of the national government in a time of national 
emergency, secured 51.5 percent of the popular vote (the first time since 
1917 that any party had received more than 50 percent of the vote from the 
Canadian electorate) and 181 seats. The Conservatives received 30.7 per- 
cent of the vote and 40 seats; Social Credit, 2.3 percent and 10 seats (Beck, 
pp. 236-39). 
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The first significant political victory for the CCF occurred in British 
Columbia. In the 1941 provincial election, the party won 33 percent of the 
vote and more seats than either of the other parties. In response, the 
traditional parties proposed a coalition government to provide wartime 
Stability; its rationale soon became to keep the socialists from power, 
casting British Columbia politics into the bi-polar mold that would prevail 
to the present day (Conway, 1983, pp. 146-47, p. 154; Cairns and Wong, in 
Thorburn, 1985). 

Ottawa’s paramount concern with promoting the war effort (and the 
industrial peace essential to it) and the centralization of powers under the 
War Measures Act, enabled labour to extract important industrial relations 
concessions from the federal government. To ensure its cooperation with 
the wage and price controls imposed in 1941, the federal government 
promised to implement compulsory collective bargaining. Order-in-Coun- 
cil P.C. 2685 of 1940 proclaimed workers’ rights to organize and negotiate 
agreements through their elected representatives. But there were no 
provisions for enforcement, and the Order was largely ignored by 
employers, even within the factories owned and controlled by the govern- 
ment (Easterbrook & Aitken, p. 569). 

The result was growing labour militance and, perhaps more surprising, 
mounting publicsupport for labour’s demands. In a federal by-election held 
soon after the breaking of the Kirkland Lake strike in 1942, a CCF can- 
didate closely associated with the defence of the strikers defeated Arthur 
Meighen — slated to become new leader of the Conservative party — in the 
“safe” Tory seat of York-South (Roberts & Bullen, pp. 114-15). This upset 
gave the initiative to the reform-oriented wing of the Conservative party at 
the Winnipeg Convention in December 1942. The party got a new leader, 
a new name and a new platform: the “Progressive” Conservative party, now 
led by John Bracken (the long-time Liberal-Progressive Premier of 
Manitoba) officially committed itself to “social security, full employment, 
collective bargaining, and medical insurance” (Granatstein, 1975, pp. 251- 
52; Brodie & Jenson, 1980, pp. 202-3). 

The Kirkland Lake strike pushed the trade union movement into new 
political ventures. In 1943 the Canadian Confederation of Labour, formed 
in 1940 by the merger of the All Canadian Confederation of Labour and 
the Canadian ClO-affiliates, endorsed the CCF as the political arm of 
organized labour. This contributed to the gains made by the Ontario CCF 
in the provincial election of August 1943 (Beck, 1968, p. 247 n. 25). The 
anti-union Liberal government was reduced to a 15 seat rump, and the CCF 
emerged as the Official Opposition with 34 seats (19 occupied by trade 
unionists) and 32 percent of the popular vote, only four fewer seats than 
George Drew’s new Conservative government (Granatstein, 1975, pp. 264- 
65; Brodie & Jenson, 1980, p. 202). 
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The political gains of 1943 were not confined to the provincial level. Five 
days after the Ontario election, King’s Liberals lost four seats in by-elec- 
tions: two in the west to the CCF; and one each to the Labour-Progressive 
party and the newly formed Bloc populaire in Quebec. A month later, a 
survey conducted by the Canadian Institute of Public Opinion revealed that 
the CCF had the support of 29 percent of the committed vote, surpassing 
the Liberals and the Progressive Conservatives, at 28 percent each (Brodie 
& Jenson, 1980, p. 204). To this point, King had insisted that the principal 
business of his government was the successful prosecution of the war effort, 
and that the introduction of new social policies must await the end of the 
war. But these electoral portents persuaded King that he must modify his 
position if the Liberals were to avoid defeat in the next election 
(Granatstein, 1975, p. 265, pp. 266-78). 

1943 also saw major gains in industrial relations. Industrial strife reached 
levels surpassing the previous records set in 1919; there were 402 strikes 
involving more than 218,000 workers (Jamieson, 1968, p. 280). In this 
context, King agreed to create more effective means of enforcing the 
promises made to labour in 1940. In January of 1944 the cabinet issued 
Order-in-Council P.C. 1003 by which: 


Labour was accorded the right to bargaining representatives of its own choosing; 
negotiations were to be carried on in good faith; employers were forbidden to 
discriminate against workers for belonging to unions; union organizers were not 
to coerce workers to join unions nor to canvass business premises on company 
time; and a War-time Labour Relations Board with equal representation from 
employers and labour and a neutral chairman was created to administer and 
enforce the regulations. 

(Easterbrook & Aitken, p. 569) 


These legal changes, along with heightened political consciousness and 
full employment, underpinned dramatic membership growth. National 
membership more than doubled between 1939 and 1946, rising from 
359,000 to 832,000, or from 7.7 percent to 17.1 percent of the civilian labour 
force (Kumar, 1986, pp. 108-9). 

Following P.C. 1003, strike levels declined in 1944 and 1945. But as the 
war drew to a close organized labour, worried that its war-time advances 
might be lost upon the termination of the War Measures Act, pressed for 
the incorporation of the principles of P.C. 1003 in a National Labour Code. 
The federal government increased labour’s apprehension by replying that 
it was constitutionally incapable of doing so. The unions thereupon at- 
tempted to entrench their gains in their collective agreements. Most 
employers resisted, still hoping for a return to the pre-war labour relations 
status quo. The result was a rapid escalation of strikes and lockouts between 
September 1945 and July 1946. As Easterbrook and Aitken observe: 
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These strikes were supported by the labour movement as a whole with a degree 
of co-operation and disregard of jurisdictional boundaries that was quite un- 
usual. They ended with acceptance of the check-off system, large increases in 
union membership, and a general recognition of the fact that labour’s war-time 
gains had been consolidated. 

(p. 570) 


The victories of 1945-46 enabled organized labour to build on its much 
expanded membership base. There would be no reversals of the sort which 
followed the 1919 strike wave. Nor would King’s Liberals fail to live up to 
their campaign promises on social policy, as they had in 1921. 


The Divergence of Agrarian Politics 


Organized agriculture did not benefit from the same kind of growth. 
There was substantial migration out of the Prairies, most going into the 
armed forces or to the new manufacturing jobs in the central Canadian 
cities (Morton, 1967, p. 465). At the same time, federal programs and 
international economic developments stabilized grain prices and farm 
incomes for those who remained on the land. These new circumstances 
permitted two very different interpretations of the long-run interests of 
Canadian agriculture, giving rise to diverging policy prescriptions. 

By one analysis, the Depression was over and the smaller, more efficient 
agricultural sector that remained — if supported, as it was in the war years, 
by a determined federal government — could weather any future difficulties. 
Farmers’ interests would be best served by ensuring that the federal govern- 
ment retained its war-time price support system in the post-war period. The 
role of the provincial government was to act as an effective lobby for 
regional interests in Ottawa. But a second analysis argued that prairie 
depopulation in the 1940s was further proof of the vulnerability of an 
economy based on export- oriented production of primary commodities. 
This view had long underpinned western support for state intervention to 
promote economic diversification. Unless the new International Policy 
could be expected to alter significantly the regional division of labour 
created by the National Policy, this analysis suggested provincial govern- 
ments would continue to have an important role in economic and social 
development. 

In the war years, the former interpretation prevailed in Alberta and the 
latter in Saskatchewan. In Manitoba, it appears that the two positions were 
more evenly balanced. These differences were reflected in provincial elec- 
tion results. 

In Saskatchewan, the CCF had been held to 10 seats and 19 percent of 
the vote in the 1938 provincial election by the “invasion” of Alberta’s Social 
Credit party, which received 16 percent of the vote. But with the death of 
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Aberhart in 1943, Social Credit’s radicalism dissipated. By the 1944 provin- 
cial election, the CCF was the only radical farmers’ party in the province. 
The CCF had also broadened its support to encompass urban workers and 
professionals. The CCF won 47 seats with 53 percent of the vote; its rural 
support was about 58 percent, and the relatively small urban working class 
vote was even higher (Conway, p. 142, p. 165). 

The 1944 CCF platform closely followed the program of the Regina 
Manifesto. Its priorities were the “provision of security” for farmers and 
urban workers, the development of a more diversified economy through 
crown corporations, and new tax laws aimed at capturing a greater share of 
natural resource rents for the people of Saskatchewan (Conway, p. 162-64). 
The CCF promised protection for farmers from foreclosure, crop seizure 
and eviction, the promotion of the cooperative movement, and pressure for 
the closure of the Winnipeg Grain Exchange. To the urban workers it 
offered higher minimum wages, a shortened work week, better systems of 
workers’ compensation and compulsory collective bargaining, and stricter 
enforcement of all such laws and regulations. It promised extensive reforms 
to existing social services and the provision of new ones: socialized health 
services, old age pension increases, new pensions for those unable to 
support themselves, increased mothers’ allowances, new schools, free 
textbooks and improved teacher salaries.. 

The new provincial government rapidly brought about those reforms 
which could be implemented without Ottawa’s support (Conway, pp. 165- 
68). Initially, it focussed on the economy, seeking to stabilize volatile 
primary commodity markets and to eliminate middlemen by developing 
cooperative suppliers of goods and machinery and collectively owned 
marketing agencies. In 1944, the CCF government passed the Farm Security 
Act, similar in several respects to legislation passed by the Social Credit 
government of Alberta in the latter half of the 1930s. The Act provided that 
during years of crop failure mortgage and interest payments on debt would 
be suspended and the quarter section of land upon which the home was 
located protected from foreclosure (Morton, 1967, pp. 433-38). When the 
federal government threatened to disallow this legislation in 1945, Premier 
Douglas went on the radio to rally his provincial supporters against Ottawa, 
arguing that: 


We have just finished a war which was fought, we were told, for the preservation 
of democratic institutions. It would appear that the war is not finished. We have 
simply moved the battlefields from the banks of the Rhine to the prairies of 
Saskatchewan. 

(cited in Gibbins, p. 181) 
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The Act was later ruled ultra vires by the Supreme Court of Canada, so 
that exercise of the federal disallowance power proved unnecessary (Con- 
way, 1983, p. 165). 

The CCF government was equally innovative in seeking to diversify the 
province’s economy. In a 1946 speech Premier Douglas outlined his 
government’s strategy: 


First, is to process...by means of private industry, public enterprise or co-opera- 
tive development, our agricultural and other primary products...to turn our wool 
into clothing, our leather into shoes...to process the by-products of the farm, 
and...the forest...and so on. In other words, instead of being exporters of base 
primary products, whenever we can, to carry those primary products one stage 
further along the course of economic development, with small factories in various 
communities turning these primary products into more saleable commodities. 
[This will] provide employment for the people...on these prairies. I do not think 
that the people are prepared, for ever and a day, to be hewers of wood and 
drawers of water... . [Then] we should use those industries...to produce revenue 
to give our people a certain measure of social security. 

(cited in Conway, p. 167) 


The CCF created many small Crown corporations for the processing of 
wood, cardboard, wool and leather, and for fur marketing and fish filleting. 
As Douglas’ speech makes clear, the orientation of this strategy was still 
the security of the family farm, to be achieved within the economy of a 
predominantly rural society. The era of giant potash and uranium mines 
was yet to come (Morton, 1967, pp. 433-38). 

In spite of their many initiatives, soon to be followed by its pioneering 
hospital and health insurance programs, the Saskatchewan CCF recognized 
that the cooperative commonwealth could only be built by the combined 
efforts of the two orders of government. Thus, in addition to provincial 
initiatives, it sought to alter federal policies pertaining to transportation 
price structures, tariffs, and commodity prices. 

In Alberta, despite its setbacks, the Social Credit party continued to 
retain broad support. But it was now the Saskatchewan CCF that fought 
the constitutional battles with Ottawa. The new Social Credit leader, Ernest 
Manning, steered the party to the right, decrying the “pinkism” of the CCF 
as the first step toward “bureaucratic regimentation”. In the August 1944 
provincial election the Socreds successfully resisted the attempt of the CCF 
to expand into Alberta from their Saskatchewan stronghold. The Socreds 
won 51 of 57 seats with 52 percent of the vote to the CCF’s two seats and 
25 percent of the vote (Conway, p. 158). As Conway notes, Alberta’s 
“agrarian populist crusade for a new Canada, for a new National Policy and 
a reconstructed political economy, ended with Manning’s victory in 1944” 


(p. 160). 
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In Manitoba, conflicts over economic strategies were suspended at the 
outset of the war when all four of the provincial parties — Liberal-Progres- 
sive, CCF, Social Credit, and Conservative — agreed to form a joint ad- 
ministration in November 1940. By the 1945 provincial election, the threat 
of rapidly growing CCF support within the province, reinforced by the 
recent CCF victory in Saskatchewan, was sufficient to press the three 
mainstream parties together into a united front (Morton, 1967, p. 442, p. 
450). The CCF share of the vote rose to 34 percent, compared with the 12 
percent that it had received in 1936, but in a two-way fight this was not 
sufficient to form the government (Conway, p. 144, p. 154, p. 173). 


The Limits of Quebec Nationalism 


Two weeks after Canada formally declared war on Germany, Premier 
Duplessis of Quebec surprised everyone by calling a snap provincial elec- 
tion for October 1939. He believed francophone popular support for the 
war was weak, and made what he condemned as Ottawa’s unwarranted use 
of the War Measures Act the central issue of the campaign. Duplessis 
declared that: “Invoquant le pretexte de la guerre, declarée par le gouver- 
nement fédéral, une campagne d’assimilation et de centralisation, 
manifeste depuis plusieurs années, s’accentue de facon intolérable” (in 
Quinn, 1979, p. 104). But Duplessis had misjudged the situation. The 
majority of Canadiens in Quebec supported the compromise which had 
gradually emerged within the Liberal government as it became clear that 
war could not be avoided: Canada would commit itself to the full support 
of the Allies, including the sending of expeditionary forces to Europe and 
the Pacific, but would on no account conscript troops for overseas service. 

On September 8, 1939, in the special session of Parliament convened to 
decide upon the declaration of war, King stated: 


I wish now to repeat the undertaking I gave in Parliament on behalf of the 
Government on March 30th last. The present Government believes that con- 
scription of men for overseas service will not be a necessary or an effective step. 
No such measure will be introduced by the present Administration. 

(cited in Quinn, 1979, p. 104) 


King left further elaboration and defence of this compromise to Ernest 
Lapointe, the leader of the Quebec contingent of the federal Liberal party. 
Lapointe declared that: 


The whole province of Quebec...will never agree to accept compulsory service 
or conscription outside Canada. I will go further than that: When I say the whole 
province of Quebec I mean that I personally agree with them. I am authorized 
by my colleagues in the cabinet from the province of Quebec...to say that we will 
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never agree to conscription and will never be members or supporters of a 
government that will try to enforce it... . Provided these points are understood, 
we are willing to offer our services without limitation and to devote our best 
efforts for the success of the cause we all have at heart... . God give Canadians 
the light which will indicate to them where their duty lies in this hour of trial so 
that our children and our children’s children may inherit a land where our social, 
political, and religious institutions may be secure and from which the tyrannical 
doctrines of nazism and communism are forever banished. 
(cited in Wade, 1968, pp. 920-21) 


The francophone press responded favourably (Wade, 1968, pp. 922-29). 
King was delighted, noting in his diary that: 


If I had made the speech Lapointe made, the party might have held its own with 
the Jingos in Ontario, but would have lost the support of Quebec more or less 
entirely. If he had made the speech I did, he might have held Quebec, but the 
party would have lost heavily in Ontario and perhaps some other parts on the 
score that Quebec was neutral in its loyalty. Together our speeches constituted 
a sort of trestle sustaining the structure which would serve to unite divergent 
parts of Canada, thereby making for a united country. 

(cited in Whitaker, 1977, pp. 286-87) 


The Quebec-based cabinet ministers, led by Lapointe, responded aggres- 
sively to the challenge from Duplessis, campaigning actively throughout the 
province. They promised the voters that they would uphold Lapointe’s 
stand on conscription within the King government, and threatened to resign 
en masse if Duplessis were re-elected, leaving no one in Ottawa to prevent 
conscription. Lapointe put the matter succinctly in a campaign speech: 
“Nous sommes le rempart entre vous et la conscription” (cited in Quinn, 
1979, pp. 105-6). The role of the federal Liberals in the election went beyond 
this, however: 


Not only did the federal party provide the provincial party with the decisive issue 
but they also threw out the feuding and ineffective provincial organization, and 
took direct charge of the campaign in its entirety... . Candidates considered too 
nationalistic or unreliable were either forced to withdraw or given no financial 
support. Most importantly of all, the federal party took direct charge of mobiliz- 
ing the financial resources of English-Canadian capitalism to defeat Duplessis. 
(Whitaker, 1977, p. 287) 


It is difficult to assess the real impact of the choice — indeed, the threat — 
which the federal Liberals put to the Quebec electorate. Certainly many of 
those who had supported the UN in 1936 had ample reason to reject the 
leader who had dumped the party’s reformist platform immediately upon 
taking office. Whatever the relative weight of these very different considera- 
tions in the deliberations of the voters, their verdict was unambiguous. 
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Duplessis’ party was reduced to 14 of the 86 seats in the National Assembly, 
while Godbout’s Liberals captured 69 seats (Quinn, 1979, p. 291). 

It was a stunning, but ultimately Pyrrhic victory. Godbout’s client status 
vis-a-vis the federal Liberals, both during and after the 1939 election, left 
his government vulnerable to the accusation that it was incapable of ade- 
quately defending provincial interests and autonomy where these conflicted 
with federal Liberal imperatives. The evolution of the war, and the politics 
of social justice in English Canada, ensured that just such conflicts would 
dominate the national political agenda after 1943. Hence the truth of 
Whitaker’s observation: “The landslide victory of 1939 ironically marked 
another stage in the prolonged decline of the provincial Liberals” (1977, p. 
288). 

Godbout incurred the wrath of conservatives and nationalists in 1940 by 
agreeing to a constitutional amendment transferring jurisdiction over un- 
employment insurance to the Dominion government (Quinn, 1979, p. 115). 
A year later, Godbout was again the object of attacks by the nationalists: 
Premier Hepburn angrily accused him of deserting the fight for provincial 
autonomy when he failed to join in the attack on the Rowell-Sirois 
Commission’s recommendations at the Dominion- Provincial Conference 
in January 1941 (Wade, 1968, pp. 943-44). The real crisis for the Liberal 
government of Quebec, however, was precipitated by the re-emergence of 
the conscription issue in 1942. The war had been going badly: France had 
fallen in June, 1940 and the Battle of Britain commenced almost immedi- 
ately; a year later, Hitler invaded Russia; on December 7, 1941, the Japanese 
bombed Pearl Harbour and on Christmas day of that year, a large Canadian 
contingent was lost at the surrender of Hong Kong. The need for more 
Canadian troops in Europe was urgent and it began to appear that volun- 
teers would not be sufficient to meet it. Early in 1942 King announced that 
a national plebiscite would be held in April in which “the people of Canada 
would be asked whether they were willing to release the government from 
its pledge of ‘no conscription” (Quinn, 1979, p. 107). 

King and his Quebec-based ministers campaigned hard for a “Yes” vote 
in Quebec, but the issue galvanized the disparate nationalist forces into 
concerted action. La Ligue pour la Défense du Canada (LDC) was hastily 
formed for the purpose of opposing a “Yes” vote: 


The moving force behind the organization of this League was the nationalist 
intellectuals who belonged to L’Action Nationale, but the anti-conscription 
campaign was also supported by prominent individuals from many other groups: 
the farmers’ organizations, the Catholic trade unions, the patriotic and youth 
organizations. It received the blessing of the veteran nationalist leader, Henri 
Bourassa and was backed by the Montreal daily, Le Devoir 


(Quinn, 1977, p. 108). 
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The outcome of the national plebiscite was a division of the country along 
linguistic lines as profound as that of 1917. Quebec voted 72 percent “No” 
and the other provinces, taken as a whole, voted 79 percent “Yes”, yielding 
a national average of 64 percent “Yes” and 35 percent “No” with one 
percent of the ballots spoiled (Quinn, 1979, p. 108). 

Reluctantly, King introduced Bill 80, “An Act to Amend the National 
Resources Mobilization Act” the following month. He described his 
government’s policy as “not necessarily conscription, but conscription if 
necessary” (cited in Quinn, p. 109). But no hedging could prevent the issue 
from dividing his party and it forced the provincial Liberals to try to distance 
themselves from their federal counterparts. One of King’s cabinet mini- 
sters, P.J.A. Cardin, resigned and the majority of francophone Liberals 
voted against the Bill in the Commons. In the Quebec National Assembly 
a Liberal introduced a motion “calling upon the federal government to 
maintain the voluntary system of recruiting under all circumstances”. It 
passed by a vote of sixty-one to seven (Quinn, 1979, p. 109). Quebecers 
might reasonably have asked what right anglophone voters had to release 
the government froma promise it had first made primarily to francophones. 

From this point onward, the provincial Liberals were in deep trouble. 
Duplessis had no difficulty in demonstrating Godbout’s dependence in the 
1939 election on the federal Liberal party which had just imposed conscrip- 
tion. He claimed that the Union nationale was the sole reliable defender of 
Quebec autonomy. Godbout’s party had already lost the support of the 
reform-minded nationalists when they formed the LDC to contest the 
conscription vote in 1942. Following the plebiscite, they transformed the 
LDC into a full-fledged political party, le Bloc Populaire Canadien (BPC), 
with the intention of contesting the next provincial election. In February 
1943, Gallup polls accorded the BPC 26 percent of the Quebec vote, and 
by April support had grown to 37 percent (Wade, p. 956-57). 

Godbout sought to keep the nationalists divided and to attract the 
support of at least some of their reform wing by introducing new labour 
legislation, modifying education laws and nationalizing the largest of the 
English Canadian power trusts — the Montreal Light, Heat, and Power 
Company (Wade, p. 982; Neatby, 1972, p. 119). These measures, combined 
with the departure of some of the most prominent reformers in the BPC, 
reduced its popular support, which had been declining steadily from its high 
point in mid-1943 (Wade, pp. 980-81, pp. 1011-12). The BPC received only 
15 percent of the popular vote in the provincial election of August 8, 1944. 
Duplessis gained no new votes — indeed, popular support for the Union 
nationale declined from 39.2 percent in 1939 to 36 percent — but Godbout’s 
Liberals lost most of the 15 percent that went to the BPC, falling from 54.2 
percent in 1939 to 37 percent. Vote splitting and rural over-representation 
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distorted these figures into 45 seats for the UN and 37 for the Liberals 
(Wade, 1968, pp. 1015-16). | 

Shortly after Duplessis’ victory, the conscription issue began to heat up 
again. In November of 1944, faced with rebellion among some English- 
speaking members, the federal cabinet felt it could delay no longer in 
sending conscript reinforcements to Europe. The provisions of Bill 80 were 
implemented and 16,000 conscripts formerly assigned to home defence 
were sent overseas. A motion of censure introduced in the National As- 
sembly passed by a vote of 67 to five (Quinn, 1979, pp. 111-12). Duplessis 
was able to capitalize on this anger to embarrass further the provincial 
Liberal opposition and entrench his party’s role as the strongest defender 
of Quebec autonomy. At the same time he relentlessly opposed the federal 
government’s new social legislation proposals as unconstitutional and a 
Communist-inspired threat to Quebec’s institutions (Quinn, 1979, pp. 
115-16). In this way, the federal Liberals helped to sustain the Duplessis 
government in power. The pattern of politics issuing from this dialectic 
would continue for fifteen years into the post-war period. 

The war thus demonstrated the limits of Quebec nationalism in three 
senses. First, it showed that in a national emergency, where Canada’s 
survival might be at stake, provincial obstruction, even for the normally 
acceptable purpose of preventing federal incursions into provincial juris- 
diction, would not besupported. But at the same time, the fate of Godbout’s 
Liberals suggested that no provincial government perceived to be highly 
dependent upon federal patronage and initiative — to owe the federal 
government too many favours — would be tolerated, even under the extraor- 
dinary conditions of war. Finally, because of the changes that war brought 
about in English Canada, the degree to which Mackenzie King could steer 
the federal government’s course primarily by reference to Quebec 
nationalism was limited. By 1944, he was forced to move further than the 
majority of the francophone political elites, whether conservative or refor- 
mist, would approve in order to preserve his party’s power in Ottawa. 


The 1945 Federal Election 


Many expected the CCF to make major gains in the June 1945 federal 
election, although few expected them actually to form the government 
because the party remained without significant support in Quebec. Nation- 
al opinion polls showed a decline in CCF support from the September 1943 
peak of 29 percent to a range between 24 percent and 20 percent for the 
remainder of the war. King made his new social and economic programs, 
announced in the January 1944 Speech from the Throne, the centrepiece 
of his electoral campaign in English Canada: “Vote Liberal and keep 
building a New Social Order in Canada”. This preemptive policy strike 
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probably stole some CCF thunder. The Liberals also sought to mobilize 
fear of communism especially among recent European immigrants in the 
west and francophone Canadians, to undercut CCF support. Advertise- 
ments, often viciously anti-semitic, warned the electorate against the perils 
of the “foreign-born scheme of ‘State Socialism’ for our democratic way of 
life” and predicted that under a CCF government “we would become like 
animals in a zoo. We would lose our individual freedom just as completely 
as though we had lost the war!” (Beck, 1968, pp. 251-52; Brodie & Jenson, 
1980, pp. 205-9). 

The strategy proved sufficient to defuse the CCF challenge. It won only 
15.6 percent of the popular vote and 28 seats, all but one in the three western 
provinces. As in the provincial election of that year, the CCF made little 
headway in Alberta, where Social Credit took 13 of the province’s 17 federal 
seats. Perhaps more surprising, only four of 28 CCF seats — Cape Breton 
South, Winnipeg North, Winnipeg North Centre and Vancouver East — 
were in predominantly industrial working class ridings. The rest came from 
rural constituencies, 18 of them in Saskatchewan. For the first time at the 
federal level, the CCF received strong support in industrial Ontario. But in 
contrast to the provincial election fought against more conservative op- 
ponents two years before, these gains were not sufficiently concentrated to 
translate into seats (Beck, p. 253). 

Liberal popular support did not regain its 1940 level, but with 40.9 
percent of the vote compared to the 27.4 percent received by the Progressive 
Conservatives, the Liberals received 125 seats to the 67 won by the Tories. 
Only in Ontario did the Conservatives outpoll the Liberals (Beck, pp. 
256-57). Beck has remarked that the federal election of 1945 was charac- 
terized by the same fragmentation of the party system apparent in 1921. Just 
as in that election, Mackenzie King was able to win a narrow overall victory 
with the aid of a solid bloc in Quebec (1968, p. 241). To this we should add 
that, as in 1921, the principal threat to Liberal victory came from the left, 
and that the Liberal response was to defuse the threat by adopting reformist 
policies. Quebec support might have been necessary to the King victory, 
but it was not sufficient, and King could not have secured the additional 
votes in English Canada that he needed, against formidable opposition in 
both Ontario and western Canada, had he failed to steer his party toward 
reform. 

The question becomes: How was King able to ride out the conscription 
crisis and adopt the interventionist policies that he needed to defeat the 
CCF without losing Quebec? The widespread fear of communism which 
Duplessis had mobilized against Godbout’s Liberals in the provincial elec- 
tion counted against the CCF rather than the Liberals at the national level. 
And insofar as the bitterness which had surrounded the 1944 conscription 
decision continued to animate Quebec voters, it counted more against the 
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Progressive Conservatives than the Liberals. The haphazard efforts of 
disaffected federal Liberals to create a federal equivalent of the Union 
nationale came to nought. Although it ran a number of candidates, the BPC 
never fully recovered from the divisions and disappointments of the provin- 
cial election (Wade, pp. 1092-94). For francophone Quebec, King’s 
Liberals were once again the least of evils among the parties that stood a 
reasonable chance of forming the government. They swept the province, 
with 50.8 percent of the vote and 53 of 65 seats, a number sufficient to carry 
them through to national victory despite the decline in popular support that 
they suffered in the rest of the country (Beck, pp. 255-57). 


Federal State 


As it had in 1914, the external threat represented by war initially increased 
the identification of all Canadians with the national political community. 
The sense that all Canadians were fighting a common enemy was 
widespread, even if citizen allegiances to provincial political communities 
remained strong (Schwartz, 1967, p. 93 n.5). But in this context, attempts 
by the most powerful and outspoken decentralists - Duplessis, Hepburn 
and Duff Pattullo of B.C. — to continue their struggles with the federal 
government in much the same way as they had before the war, met with 
strong public disapproval, reflected in the results of the Quebec election of 
1939 and the federal election of 1940. In the 1941 B.C. election, Pattullo’s 
Liberals were reduced to a minority, and shortly afterward he was removed 
in favour of a Liberal-Conservative coalition which governed for the next 
10 years. The large-scale economic reorganization which the war effort 
required legitimated the centralization of federal power for the duration. 
As in 1914, federal powers approached those of a unitary state under the 
authority of the War Measures Act, although this did not prevent some 
newly-elected governments, such as Godbout’s and later Douglas’, from 
undertaking new initiatives. Much more needs to be known about the 
politics of wartime federalism. 

As the war continued, increasing attention was devoted to whether at 
least some of the fiscal and jurisdictional centralization which had taken 
place should be extended into the post-war period. The societal develop- 
ments associated with the rise of the CCF ensured that the answer to this 
question would be affirmative. The question became whether this would be 
accomplished by constitutional amendment or by new fiscal arrangements 
within the existing division of powers. Federal-provincial relations went 
through two phases, and our discussion is organized around these. First we 
examine the early period during which the character of war-time federalism 
was determined, focussing on the unemployment insurance amendment to 
the constitution, the report of the Rowell-Sirois Commission, the January 
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1941 Dominion-Provincial Conference, and the subsequent Wartime Tax 
Arrangements. Then we look at the Throne Speech of January 1944, 
focussing on the White Paper on Incomes and Employment, the Green 
Book proposals, and the discussions oriented around them at the 
Reconstruction conferences of 1945 and 1946. 


The War-time Fiscal Arrangements 


Following Duplessis’ 1939 electoral humiliation, the other Premiers who 
had been strong critics of the federal government in the Depression years, 
especially Hepburn and Aberhart, toned down their attacks on Ottawa. 
Premier Hepburn temporarily suspended his sniping at King; Premier 
Aberhart introduced only one new piece of unconstitutional legislation 
(Mallory, p. 116-17). Godbout’s government, in turn, was not only the most 
reform-oriented that Quebec had ever elected, but also was indebted to the 
King Liberals in Ottawa for its election. 

These developments made it possible to secure unanimous provincial 
agreement to a constitutional amendment transferring jurisdiction over 
unemployment insurance to the federal government. Unanimous provin- 
cial agreement was secured in January 1940; the amendment was passed by 
the British Parliament in July; and the Unemployment Insurance Act 
received royal assent in August 1940 (Guest, 1980, p. 106). One of the major 
goals of the Bennett New Deal was thus accomplished, but it would be the 
only such amendment to the constitution, even under the exceptional 
conditions of war. Within a week of securing provincial agreement to the 
amendment, Premier Hepburn was again attacking Mackenzie King. He 
moved a resolution of the provincial legislature “regretting that the Federal 
Government has made so little effort to prosecute Canada’s duty in the war 
in the vigorous manner the people of Canada desire to see” (Armstrong, 
1981, p. 220). King seized Hepburn’s criticism as a pretext for calling a 
federal election and was returned to office on March 26, 1940 with 57 of 82 
Ontario seats and 50.8 percent of the province’s vote (Beck, pp. 238-39). 

King, distrusting as always the open debate of issues which might under- 
mine national unity, had asked the Rowell-Sirois Commission not to report 
until after the election. The Commissioners complied, tabling their report 
in Parliament on May 10, 1940. Their recommendations were based on the 
desirability of preserving, as much as possible, the classical “water-tight 
compartments” model of federalism which had evolved over the past seven- 
ty years, and the provincial autonomy that it protected. At the same time, 
they sought to improve the equity and efficiency of federalism by transfer- 
ring specified economic and social functions, which in the Commission’s 
view required a uniform national policy, to the federal government. 


War Federalism, 1939-46 105 


Two essentially national economic functions were identified. The first 
was the coordinated collection of the progressive taxes that the Commission 
hoped would become the foundation of the federal government’s revenues. 
Provincial governments were to cease collecting the income tax, corporate 
tax and succession duties, leaving the federal government as their sole 
collector. The second function was the introduction of an equitable system 
of inter-provincial redistribution based on the principle that all Canadian 
citizens should have access to comparable standards of government services 
at comparable levels of taxation. National Adjustment Grants, to be calcu- 
lated on the basis of fiscal need by reference to a standard formula, would 
replace all statutory subsidies and the numerous conditional and uncondi- 
tional grants which had proliferated, ad hoc, over the years. In addition to 
these grants, precursors of equalization transfers, it was recommended that 
the federal government take over all existing provincial debts (Armstrong, 
p- 221). 

The Commissioners also identified two social policy areas that they 
believed should become the exclusive responsibility of the federal govern- 
ment. The first was a national system of unemployment insurance and 
ancillary programs for those who did not qualify for benefits under the 
regular criteria. The second was a contributory old age pension scheme. 
Ottawa was thus to provide the foundations of a social security system. The 
Commission took the view that all other forms of social service built on this 
foundation — provision for the unemployable, widows’ pensions, mothers’ 
allowances, child welfare, public health insurance, workmen’s compensa- 
tion, and education — should remain exclusive provincial responsibilities. 
The National Adjustment Grants should be set at a level sufficient to allow 
all provinces to maintain these services “in accordance with average 
Canadian standards”, and their unconditional character would preserve 
provincial control over the scope and character of each type of service 
(Guest, p. 92). 

The Rowell-Sirois Commission’s report was the focal point of the 
Dominion-Provincial Conference held in January 1941 to discuss the long- 
term reform of intergovernmental fiscal arrangements. Premiers Pattullo 
of British Columbia and Aberhart of Alberta, unofficially led by Premier 
Hepburn of Ontario, were adamantly opposed to the recommendations. 
Premier Godbout of Quebec and Premier McNair of New Brunswick were 
non-committal. The Premiers of Manitoba, Saskatchewan, Nova Scotia and 
Prince Edward Island strongly supported the report’s major recommenda- 
tions (Armstrong, pp. 225-26). Lack of provincial consensus precluded any 
collective decision for or against the Commission’s proposals for the long 
term future of the ivuc:ation. But King considered the conference a success, 
believing that it would eliminate any grounds “for protest on the part of the 
provincial governments once the Dominion government begins, as it will 
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soon be obliged to do, to invade the fields of taxation which up to the present 
have been monopolized in whole or in part by some of the provinces” (cited 
in Armstrong, p. 230). 

In the April 1941 budget the federal government took over personal and 
corporate taxes. In return, Ottawa transferred to each province the amount 
that these taxes had netted it in 1940. This became known as the “tax rental” 
system. The agreements were to last for the duration of the war, when more 
permanent solutions to the problems of fiscal federalism would be dis- 
cussed and decided upon (Tremblay Report, pp. 144-45). Failure of provin- 
cial governments to vacate these tax fields would result in double taxation. 
King believed that angry taxpayers would have no difficulty deciding which 
order of government had the better claim to taxes in the middle of a war. 
The provincial premiers apparently agreed: eight of the nine provinces 
rapidly signed the Wartime Tax Agreements. Only a recalcitrant Premier 
Hepburn held out for a full year before mounting public pressure forced 
his consent (Armstrong, pp. 230-32). 


Designing Modern Federalism 


The federal government began concerning itself with post-war 
reconstruction as early as 1941. One key source of research and ideas was 
the Economic Advisory Committee (EAC), created to facilitate the reor- 
ganization of the war-time economy and led by Clifford Clark and W.A. 
Mackintosh. Early in 1941, Ottawa set up the Committee on Post-War 
Reconstruction, led by Cyril James and Leonard Marsh of McGill Univer- 
sity. There was considerable overlap between the mandates of the two 
committees, and not alittle rivalry, but both agreed that major reforms were 
imperative if the anticipated post-war recession was to be averted 
(Granatstein, 1982, pp. 158-65). 

From the outset, macro-economic and social policy were closely inter- 
twined. Great Britain’s Beveridge Report, released in November 1942, had 
a significant impact on planning in both Canada and the United States. It 
advocated the introduction of a system of universal health services and 
children’s allowances to supplement a welfare state that was already more 
extensive than those which existed in North America. The Report also 
argued that it was imperative that postwar British governments commit 
themselves to the maintenance of full employment, both because it would 
make the social security system easier to fund and because economic justice 
was tied directly to employment. As Lord Beveridge put it: 


A person who has difficulty in buying labour that he wants suffers inconvenience 
or reduction in profits. A person who cannot sell his labour is in effect told that 
he is of no use. The first difficulty causes annoyance and loss. The other is a 
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personal catastrophe. This difference remains even if adequate income is 
provided, by insurance or otherwise, during employment; idleness even on an 
income corrupts; the feeling of not being wanted demoralizes. 

(cited in Guest, p. 205) 


Following the appearance of the Beveridge Report, work on a federal 
national health insurance scheme and public health proposals accelerated, 
culminating in the tabling of the Heagarty and the Marsh Reports in March 
1943. Prime Minister King and the EAC responded that the programs were 
too expensive. The EAC created a subcommittee to develop scaled-down 
social security proposals integrated with more detailed economic reforms. 
By the summer of 1943, when King’s concern with CCF gains made him 
more receptive to such measures, detailed proposals were ready (Guest, pp. 
124-26; Granatstein, 1975, pp. 264-67). 

The Speech from the Throne of January 1944, the last before the general 
election in June 1945, declared the government’s support for “a national 
minimum of social security through adequate standards of nutrition and 
housing, policies to promote full employment, and insurance against priva- 
tion from unemployment, accident, ill health, and old age” (Beck, p. 243). 
To demonstrate the strength of its commitment, the King government 
implemented family allowances later in 1944. It introduced legislation 
amending the National Housing Act (1938) to make it more equitable and 
effective. It also created generous veterans’ pensions. New departments — 
Reconstruction, National Health and Welfare, and Veterans Affairs — were 
created to oversee these and subsequent policies (Granatstein, 1975, pp. 
274-75). All were constitutionally grounded in an expansive interpretation 
of the federal spending power. 

Ottawa was also defining a new role in economic policy. The economic 
“mandarins” that the war brought to Ottawa convinced their political 
masters that Keynesian policies would enable the Liberal government to 
respond to the demands from the left without undermining a capitalist 
economy. Their task was facilitated by the experience of war-time reflation 
through government spending and the fear that, in the absence of govern- 
ment action, recession and large-scale unemployment would once again 
follow the war (Granatstein, 1975, pp. 249-56). 

Keynesian economics provided these advocates with a theoretical media 
via between the hard choices with which policy makers had hitherto 
believed themselves to be confronted. The ideas expressed in Keynes’ 
General Theory of Employment, Interest and Money (1936) made conceivable 
a workable form of political economy lying between the polar opposites of 
a state-run “command” economy and a Jaissez-faire market economy 
(Skidelsky in Crouch, 1979, pp. 59-60). In his own words: 
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It is not the ownership of the instruments of production which it is important for 
the state to assume. If the state is able to determine the aggregate amount of 
resources devoted to augmenting the instruments and the basic rate of reward 
of those who own them, it will have accomplished all that is necessary. 

(cited in Przeworski, 1980, p. 52) 


Governments could achieve this control by using fiscal and monetary 
policy to counteract market cycles. There was no reason why economic 
growth and high employment could not be sustained indefinitely. Within 
this new policy framework private owners, operating in the context of 
competitive markets, could remain the principal determinants of the alloca- 
tion of scarce resources within and between firms. From this standpoint, 
the social programs demanded by organized labour and a growing segment 
of the public could be justified to conservatives as “automatic stabilizers”. 


Early in 1945, Mackintosh and his colleagues in the Department of 
Reconstruction drafted a policy paper endorsing Keynesian conceptions of 
the economic role of the state, expressing them in commonsense language. 
By March, Mackintosh had convinced his Minister, C.D.Howe, that these 
goals were politically necessary and that Ottawa had the means to imple- 
ment them. A few weeks later the majority of the cabinet was won over, 
after a point-by-point exposition by Mackintosh. On April 12, 1945, one 
month before the federal election, the White Paper was tabled in the House 
of Commons. Keynes had officially arrived in Canada (Granatstein, 1975, 
p. 277). The White Paper began from the proposition that: 


...a high and stable level of employment and income, and thereby higher stand- 
ards of living [must be]...a major aim of government policy. The endeavour to 
achieve [that aim] must pervade all government policy. It must be wholeheartedly 
accepted by all economic groups and organizations as a great national objective, 
transcending in importance all sectional and group interests. 

(cited in Granatstein, 1975, p. 277) 


In order to do this, the federal government would be prepared, 


...in periods when unemployment threatens, to incur deficits and increases in the 
national debt resulting from its employment and income policy, whether that 
policy in the circumstances is best applied through increased expenditures or 
reduced taxation. In periods of buoyant employment and income, budget plans 
will call for surpluses. The Government’s policy will be to keep the national debt 
within manageable proportions and maintain a proper balance in its budget over 
a period longer than a single year. 

(cited in Granatstein, 1975, pp. 227-28) 


In addition to setting out the essential features of the new doctrine, the 
White Paper was also calculated to maintain business support for the 
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Liberal government. It promised to end wartime controls as soon as pos- 
sible, to “privatize” most of the Crown corporations created during the war 
and to promote the expansion of international trade. In short, it sought to 
reassure the owners of capital that private property would remain the 
foundation of the post-war economy (Granatstein, 1975, p. 278). 

If the political and economic goals of the modern state were reasonably 
clear, one fundamental question remained: could they be achieved in the 
Canadian federal state, or would what King’s Minister of Labour called the 
“dead hand” of the constitution combined with the opposition of Quebec 
and the richer provinces, frustrate it? Some elements of the new plan were 
clearly within exclusive federal power: Ottawa controlled monetary policy; 
it now had the Bank of Canada as its instrument; its control over tariffs was 
unquestioned; unemployment insurance would function as an “automatic 
stabilizer”. Other powers were much more problematic. Wartime fiscal 
arrangements had centralized taxation, but political agreement would be 
necessary to extend them into the postwar period. Also necessary would be 
the capacity to shape the relations between capital and labour. Still other 
initiatives, especially in social policy and in regulation, remained within 
provincial jurisdiction. To achieve them would require some combination 
of transfers of power to the federal government, programs negotiated with 
the provinces, and independent provincial action. All three devices would 
be successfully employed in postwar Canada. 

By early 1945, the Cabinet Committee on Reconstruction and the Com- 
mittee on the Dominion-Provincial Conference had been merged to create 
the Committee on Dominion-Provincial Relations. This Committee iden- 
tified two fundamental issues on which the federal government must find 
some sort ofagreement at the upcoming Conference: the means of ensuring 
that the “intrusions” into provincial jurisdiction implied by the federal 
government’s social policy proposals would not beulira vires, and the means 
of retaining a level of fiscal centralization sufficient to make the tax system 
an effective instrument of Keynesian fiscal policy. 

On August 6, 1945 the leaders of the two orders of government met in 
Ottawa. Prime Minister King opened the Conference by declaring that: 


The federal government is not seeking to weaken the provinces, to centralize all 
the functions of government, to subordinate one government to another, or to 
expand one government at the expense of others. Our aim is to place the 
Dominion and every province in a position to discharge effectively and inde- 
pendently its appropriate functions. 

(cited in Burns, 1980, p. 50) 


King’s ministers then outlined the federal proposals, known as the Green 


Book proposals, dealing with old age pensions, unemployment assistance 
and public health care. The federal government offered to assume full 
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responsibility for a universal old age pensions scheme for those over 70 
years of age; it would also meet half the costs of a means-tested scheme for 
those aged 65 to 69. Ottawa was also willing to accept all the costs entailed 
by an unemployment assistance scheme, which would extend coverage to 
three categories of unemployed hitherto ineligible for benefits (Guest, pp. 
135-38). 

The health care proposals were more complex, involving four distinct 
elements: federal grants for the planning and organization of provincial 
programs, financial assistance for hospital construction, a series of grants 
for specific public health services, and a health insurance program to be 
introduced in two stages. In the first stage, the federal government would 
assume 60 percent of the costs associated with the delivery of basic medical 
services: general practitioner care, hospital care and visiting nurse services. 
In the second stage, federal aid would be extended, again at the 60 percent 
rate, to more specialized medical services: consultants, specialists, surgery, 
dental care, pharmaceutical and laboratory costs (Taylor, 1978, pp. 50-67). 
This incremental approach to health care programs was a substantial 
departure from Ottawa’s preference as late as the summer of 1944. The 
earlier strategy had made provincial acceptance of a model health care Act, 
drafted by the federal government, the precondition of provincial eligibility 
for federal grants. The more fragmented approach involved a less intrusive 
use of the federal spending power, considerably increasing provincial 
flexibility. It was hoped that this would make it easier to get provincial 
agreement by separating the substantive policy proposals as much as pos- 
sible from larger questions of provincial autonomy and the division of 
powers (Taylor, pp. 41-46). 

The income security and health care proposals were overshadowed by the 
controversy surrounding post-war fiscal arrangements (Taylor, p. 66). 
Ottawa’s proposals, to last for a three-year trial period, were comparatively 
simple: it would provide unconditional subsidies at a rate of $12 per capita, 
increased or decreased with changes in the Gross National Product. The 
statutory subsidies granted at Confederation, no longer an important com- 
ponent of federal- provincial transfers, would be discontinued along with 
all other special payments and grants. The provinces were guaranteed an 
irreducible minimum of $138 million per year over the three years of the 
agreement, but it was estimated that their actual receipts in the first year of 
the new agreements would be $207 million, a figure substantially above the 
level which they had received in the war years (Burns, 1980, p. 52). Inreturn, 
the provincial governments were to stay out of the personal and corporate 
income tax and succession duty fields, which they had vacated under the 
terms of the wartime “tax rental” agreements of 1941 and 1942. 

The Green Book proposals thus followed the Rowell-Sirois 
Commission’s recommendation concerning the tax sources to which the 
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federal government should have exclusive access. But they departed sub- 
stantially from the redistributive goals of Rowell-Sirois by rejecting its 
National Adjustment Grants, based on fiscal need rather than a percentage 
of actual revenues. Ottawa wished to avoid the anticipated objections of the 
richer provinces — Ontario, Quebec, and British Columbia — which had 
expressed their fundamental opposition to the National Adjustment Grant 
approach at the 1941 Dominion-Provincial Conference (Burns, 1980, p. 52, 
p. 59). However, the equal per capita payments, regardless of individual 
provincial tax bases, entailed a significant redistributive element. Ottawa 
also ignored Rowell-Sirois’ preference for “watertight” compartments and 
its warnings against shared cost programs. These were at the heart of its 
pensions and health proposals; indeed, the shared cost program was to be 
the characteristic device of postwar federalism. 

All premiers complained that the level of compensation proposed for the 
extension of the tax rental system was inadequate to the responsibilities the 
provinces would have to bear in the post-war period. Beyond this, their 
reactions diverged. The poorer provinces tended to support the broad 
thrust of the federal proposals. Saskatchewan’s newly elected CCF govern- 
ment, represented by Premier Douglas, was perhaps the most articulate 
defender of their interests. Douglas expressed regret that the principles 
underpinning the National Adjustment Grant system had been abandoned, 
but he strongly supported the centralization of fiscal and monetary policy, 
and argued that only Ottawa could mount the new social policies success- 
fully. Ontario, Quebec, and British Columbia, the three provinces with 
large enough tax bases to do without federal aid, were the most critical of 
the federal aim of retaining exclusive access to these major tax sources, but 
they presented no alternative scheme (Burns, pp. 58-59). 

It was agreed to create a continuing coordinating committee, made up of 
federal and provincial finance ministers and officials, to consider the federal 
proposals in detail and develop provincial responses after the plenary 
conference ended on August 10, 1945. In January 1946 Ontario introduced 
an alternative plan that benefitted Ontario and Prince Edward Island, but 
left the rest of the provinces worse off than under the federal proposal. Only 
PEI seemed enthusiastic (Burns, pp. 64-66). The federal government 
countered with a number of concessions to specific provincial worries 
expressed in the discussions, seeking to sweeten the deal while retaining its 
essential features. The most important of these were an increase in the 
levels of per capita transfers, the retention of statutory subsidies, and the 
promise to limit federal utilization of certain types of tax fields (Burns, pp. 
62-63). 

Still, when the plenary conference reconvened on April 29, 1946, no 
agreement had been reached. Nor was one forthcoming in the next six days. 
British Columbia appeared willing to go along with the modified federal 


112 Chapter 6 


proposal, but Premier Drew of Ontario remained intransigent, holding to 
his January alternative proposal despite its lack of support from the other 
provinces. Premier Duplessis, as always, expressed his opposition in prin- 
ciple to any form of centralization but refrained from rejecting outright the 
federal proposals. Premier Drew of Ontario was thus able to scuttle the 
modified Green Book proposals single-handedly. R.M. Burns, assessing the 
reasons for the failure of the Conference, concludes that “while the Ontario 
government did not set out to sabotage the conference, it had no real 
concern with its success and was fully prepared to assume its role as a 
quasi-independent fiscal power within the Confederation” (1980, p. 71). 

Unable to secure agreement on fiscal arrangements, progress on the 
federal government’s income security and health care proposals was impos- 
sible. Federal leaders expressed their hope that agreement on taxation 
might yet be achieved and discussion of the social policy proposals revived. 
Their hopes would be realized, but not in the fashion imagined in the Green 
Book proposals. 


Conclusions 


Depression and war laid the foundation for both the post-war role of the 
state in Canada and for modern federalism. We have examined those 
elements of society and state — especially organized agriculture and labour, 
the CCF and the bureaucratic elites — that were the most important forces 
behind this new order. Organized labour and the CCF, inspired by foreign 
examples and successful in mobilizing growing public support, pushed the 
federal Liberal government to adopt new measures. The mandarins in 
Ottawa and, behind them, the economic theory and political philosophy of 
Keynes, persuaded King that these demands could be met without under- 
mining the capitalist economy for which his party stood. 

Keynesian theory freed the state, politicians and bureaucrats, from the 
zero-sum logic of the left and right political economic orthodoxies that 
prevailed in the interwar years. It enabled politicians and bureaucrats to 
legitimate the state economic intervention necessary to meet some of the 
basic demands of organized labour without alienating capital, thus provid- 
ing the new orthodoxy upon which the post-war political economy of most 
advanced capitalist countries would be constructed: 


The idea that the best thing that government could do to promote recovery was 
to do nothing, the belief that a balanced budget was in all cases the goal for 
government fiscal policy, and beyond that the trust in the blind forces of the 
market inherently conducive to prosperity — all these once firmly held ideas of 
the past had been abandoned. The debate within capitalism was no longer 
whether or not government should undertake responsibility for the overall 
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functioning of the market system; only the specific means were questioned: how 
best to achieve that end. 
(Heilbroner, 1974, p. 160) 


In Canada, the legislative foundations of this new political economy were 
laid between 1944 and 1951. It was a strategy which, like the National Policy 
before it, was comprised of several interlocking components: counter-cycli- 
cal policy would ensure the full utilization of existing capacity; programs 
such as welfare and unemployment insurance would function as “automatic 
stabilizers” to this end; the recognition of trade union rights and social 
policies such as health care, would have some redistributive impacts, as well 
as contributing to higher domestic levels of effective demand than would 
otherwise exist; this source of economic growth would then be supple- 
mented by sales to foreign markets. 

There would be a large gap between the Keynesian orthodoxy and the 
policy reality: neither Canada nor the United States would pursue consis- 
tent counter-cyclical policies until the 1960s, and they would abandon them 
again in the early 1970s (Campbell, 1987, pp. 69-99, pp. 190-218). For this 
reason, we decline to call this the era of the Keynesian state. Keynesian 
theory and rhetoric is best understood as a necessary part of the new 
accommodation forged between labour, capital and the state. For, again 
like the National Policy, the new political economy was as much a political 
compromise as an economic strategy: full employment, labour rights and 
redistribution through social policies were the demands from the left that 
had to be met; the retention of private property and the continued “dis- 
ciplining” of national organized labour by its situation within an interna- 
tional free market economy was the quid pro quo Of the right. 

The latter point was crucial, as Keohane (1984) and Martin (1986) have 
argued: the concessions to organized labour dramatically eroded the politi- 
cal and economic power of capital in the context of a closed, national 
economy. The key, therefore, was to reintroduce the competitive markets, 
unregulated by an interventionist state, at the global level. The Soviet 
Union, by seeking to develop trade ties and economic integration with 
Western Europe on a non-market basis, represented the greatest immedi- 
ate threat to this strategy, and the Marshall Plan, along with the Cold War, 
were the principal means by which that threat was averted (Block, 1977; 
Krasner and Maier in Katzenstein, 1979). Itseems appropriate, then, to call 
the new political economic strategy the International Policy. 

Like the National Policy, the International Policy solved old problems, 
but in ways that created new ones. The long-term political consequences 
for national economies and their constituent groups of the new continental 
and global integration were not easy to foresee, but its immediate impact 
on the three traditional divisions (rupturing the linguistic accommodation 
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of 1896 and permitting the construction of regional and class accommoda- 
tions for the first time) was evident to all. The effort to rebuild the linguistic 
accommodation through constitutional reforms to federalism, and to main- 
tain the post-war class and regional accommodations in the face of changes 
in the international economy which had enormous implications for domes- 
tic economic linkages, would dominate the political agenda for the next 50 
years. 

But all this lay in the future. In 1945, provincial opposition had blocked 
federal economic and social policy initiatives judged essential to the suc- 
cessful implementation of the International Policy in Canada. It was clear 
that the classical federalism of watertight compartments would come to an 
end; it was equally clear that Canada would not become a unitary state. 
What remained unclear, after the failure of the Reconstruction Conferen- 
ces, was how federalism would be reconciled with the expanded role of the 
state that the International Policy required. 
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Introduction: Federalism and Modernization 


Chapter 7 


The Great Depression starkly underlined the limited capacity of a 
decentralized federal state to respond to economic crisis. Then the war 
years provided both the need and the opportunity for the state to play a new 
set of roles under federal leadership. The central question for the 
reconstruction era was, therefore, how would the institutions of federalism 
adapt to the expectations foreshadowed by depression and war? Would 
federalism become obsolete, remaining nothing more than a vestige of an 
earlier Canadian society and an earlier conception of the role of govern- 
ment? Or, conversely, would the rigidities of federalism act as an obstacle 
to the new order, causing an ever-widening rift between political institu- 
tions and the character and needs of the post-war society? 

Neither extreme prevailed. Federalism shaped the means by which 
Canada implemented the new order. However, the inability of the federal 
and provincial governments to agree on the centralizing initiatives outlined 
in the Green Book proposals did not reduce the social and economic 
pressures underpinning the commitment to a new National Policy. There 
was no possibility of a return to the pre-war status quo. Nor could the burden 
of meeting the new commitments be borne by provincial governments. 
Most contemporary observers agreed that only the federal government was 
capable of implementing the new policies in a coherent and effective 
fashion. 
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So, in contrast to the events following World War I, the initiative for 
undertaking new programs in Canada did not flow back to the provinces. 
The foundations of social security in Canada — family allowances, old age 
security and unemployment insurance — were initiated and financed by the 
federal government. But other important components of the welfare state 
— education, social services and health care — remained largely provincial 
responsibilities. In short, the adoption of new roles for the state was 
achieved not by the dominance of the central government but by the 
collaboration of both orders of government, federal and provincial, in the 
Canadian state. Indeed, federal initiatives were frequently implemented by 
provincial governments and federal policies were often crucially influenced 
by provincial governments and officials. 

This intermediate response to the problems of post-war federalism was 
implemented primarily through tax collection agreements negotiated with 
each province and the extensive use of conditional shared-cost grants from 
the federal to the provincial governments. This system was, of course, less 
centralized than that of the quasi-unitary state of the war years. But the 
federation remained more centralized — in terms of federal control over 
taxation, share of total government spending and leadership in the develop- 
ment and implementation of new policies — than it had been since Mac- 
donald and the original National Policy. The new National Policy “assigned 
the provinces a subordinate role in the Canadian federal system” (Smiley, 
1970, p. 18). “Cooperative federalism” assumed federal leadership. 

This approach had important implications for the evolution of Canadian 
federalism. The Canadian welfare state evolved more slowly and less sys- 
tematically than would have been the case under the Green Book proposals, 
but it grew despite the continued opposition of Duplessis’ Quebec. In the 
process, federalism moved inexorably away from the classical model of 
“watertight” jurisdictional compartments, towards high levels of jurisdic- 
tional overlap and policy interdependence. The fact that federalism 
responded to new needs through informal accommodations, rather than 
through constitutional amendment, meant that centralization was never 
fully institutionalized. It could quickly be reversed when the underlying 
forces began to push in a more centrifugal direction. 

To understand the evolution of federalism in the years following the 
reconstruction decade, we must look to the forces which determined its 
form in the beginning. Again, we argue that changes at the societal level 
were the most important factors. These included the extent to which 
territorially defined divisions were displaced or transcended by other types 
of cleavages, the extent to which newly mobilized groups would be or- 
ganized along provincial rather than national lines, the evolution of 
Canadian conceptions of social justice and the balance between national 
and sub-national political identities. 
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In the first decade following World War II most observers considered 
renewed decentralization of Canadian federalism, by whatever means, to be 
no more than a theoretical possibility. “Modernization” and “integration” 
theorists claimed that the gradual removal of the barriers to the free 
movement of people, capital, goods and ideas would reduce regional and 
cultural differences within and between nations. The resulting increased 
interdependence, they argued, would require an ever expanding scale of 
government to encompass it. Business, organized increasingly on a national 
and international scale, would likewise be compelled to think in wider terms 
and to seek the orderly markets and financial stability that only a national 
government could provide. The same logic applied to organized labour. The 
increased importance of scientific, professional and technical knowledge 
would be at variance with, ifnot hostile to, the particular cultural considera- 
tions associated with territorial politics. As Samuel Beer argued: 


In the United States, as in other modernizing societies, the general historical 
record has spelled centralization...[T]he main reasons for this change are...to be 
found in the new forces produced by an advanced modernity. 

(Modernization, p. 52) 


Regional and linguistic conflicts, rooted in “outmoded” allegiances to 
sub-national political communities, were expected to wither away. With 
modernization, class was expected to become the principal dividing line in 
society. The intensity of class conflicts would be limited, however, by 
increasing affluence, the relative growth of the middle class and the increas- 
ing heterogeneity of both capital and labour. It was to be the era of the “end 
of ideology”, in which “the great issues of politics are no longer the great 
issues, if indeed they ever were” (Dahl and Lindblom, 1953). Politics would 
be about bargaining over how to divide a growing pie in what S. M. Lipset 
called “the democratic class struggle” (1960, Ch. 7). 

If cultural and regional differences initially made federalism necessary, 
and subsequently determined the acceptable degree of centralization, then 
the erosion of these differences, the theorists argued, might be expected to 
result in the steady centralization of Canadian federalism. Federalism, 
which emphasizes and reinforces territorial politics, would be increasingly 
at odds with a society organized around alternative concepts of identity and 
interest, in which different cleavages would predominate. In 1957, Alex 
Corry suggested with some regret that federalism, which depends on a 
balance between provincial and national loyalties, might now be obsolete 
(1958, p, 99). A decade earlier, F. R. Scott had made a similar observation, 
and applauded the prospect of a federalism more in keeping with 
Macdonald’s aspiration, to create a federalism “freed from the doctrine of 
state’s rights, which had so largely contributed to the American civil war” 
(1947, p. 25). 
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Such sociological trends were reinforced by the logic of the new economic 
functions which the state would assume. They would require the concentra- 
tion of financial resources in the hands of central governments. This fiscal 
power was expected to be “an effective device for control and initiative from 
the centre” which would “seriously limit provincial autonomy” and “starve 
areas of provincial jurisdiction in which the federal government is not 
interested”. Provincial governments would be unable to do much planning 
because they could not know “when the lightning of federal generosity is 
likely to strike next” (Mallory, in Crépeau and Macpherson, p. 9, p. 11). In 
a similar vein, A.R.M. Lower concluded that 


Cooperative federalism, with its virtually total interweaving of federal and provin- 
cial finances, might well be a way-station on the road to a unitary state. But does 
not every tendency of the time...drive us closer to this unitary state? 

(Lower, 1958, p. 48) 


Whether or not federalism would entirely disappear, it was clear to Alex 
Corry that in the future: 


A province cannot hope to run successfully against the tide of national develop- 
ment... . The most it can hope to hold is freedom for minor adventure, for 
embroidering its own particular patterns in harmony with the national design. It 
can hope to be free to decide to have rather more public ownership and rather 
less public enterprise, more or less social security and provincial regulation of 
economic life. It can hope to adjust policy on education and conservation of 
natural resources to distinctive provincial needs and aims, and so on. But it is 
everywhere limited in the distance it can go by being part ofa larger, though not 
necessarily a better, scheme of things. Its own role now is to lighten the curse of 
bigness. 


(1958, p. 108) 


The modernization theorists — Beer, Scott, Corry, Lower, Mallory and 
others — were wrong, at least in the short run. Canadian political develop- 
ments after 1958 were characterized by increasing levels of federal-provin- 
cial conflict and decreasing levels of centralization. One of our tasks in the 
following chapters is to show why this was so. 

Our position, simply stated, is that the modernization theorists were 
correct in identifying the economic and sociological trends which they 
lumped under the heading of “modernity” — industrialization, urbanization, 
secularization, class formation and so on — as the most important deter- 
minants of the evolution of the role of the state. They were also correct in 
anticipating the changing role of the state and that this would require major 
changes in the character of federalism. Modernization theorists were mis- 
taken, however, in assuming that current trends could be extrapolated 
indefinitely in a linear fashion. As neo-marxist theorists and others have 
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since argued, the very progress of those tendencies which the modernization 
theorists identified gave rise to tensions or “contradictions” which had the 
effect of limiting or even counteracting and reversing those trends. They 
have generally assumed that the only level at which such contradictions will 
arise in industrial capitalist democracies is at the level of class identities and 
interests. In this respect, they share a second assumption of modernization 
theory: that the new identities, interests and ideologies, outgrowths of 
modern capitalist social relations, would simply displace those which had 
preceded them. 

It is our contention that the displacement assumption is as inaccurate as 
the assumption of linear or teleological social evolution. Rather than being 
displaced, older bases of collective identity have been interwoven into the 
new ones in complex ways. Personal identity is a more-or-less coherent 
amalgam of the past, the present and the projected future; it is not a thin 
slice of immediate concerns and objectives. It is more accurate, therefore, 
to speak of the interweaving of older and newer identities than of the 
systematic, mechanical displacement of old identities by new ones. This 
interweaving is even more true for groups, policies and political institu- 
tions. Moreover, it is clear that modernizing forces may intensify rather 
than erode regional differences, especially when such forces press on an 
already highly regionalized society, with strong regional identities. 

In the context of the Canadian state and society, the evolving synthesis 
has exhibited different dynamics in different regions and at different times. 
The dominant form of Quebec nationalism throughout the 1950s, for 
example, remained locked in its anti-statist form, with the provincial 
government fighting a rear-guard action against the new agenda cham- 
pioned by Ottawa. By the 1960s, however, its dominant strand had become 
secular and reformist, embracing the new economic and social agenda, but 
seeking to attain it through the provincial state. In this form it challenged 
anglophone dominance of both the economy and the distribution of power 
in the federal state. By the 1980s, declining faith in the efficacy of the state 
as the principal instrument of national development had partially under- 
mined this state-based nationalism, and another phase in the evolution of 
Quebec nationalism had begun. 

A somewhat different pattern of evolution characterized regional and 
provincial identities in the western and Atlantic provinces. In these regions, 
as in Quebec, “traditional” bases of collective identity remained strong 
throughout the post-war period. But in contrast to Quebec the substance 
of these collective identities remained comparatively unchanged, oriented 
as always around a sense of their economic and political role within the 
federation and of what constitutes a fair division of labour and rewards 
between the regions. 
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During the reconstruction decade, when the new National Policy was 
perceived by most in both Atlantic and western Canada to be a major step 
toward a more just economic order, the persistence of strong regional 
identities was compatible with a decline in both regional protest parties and 
in levels of federal-provincial conflict. At the margin, it appears to have 
been consistent even with the idea of abolishing federalism. (One opinion 
poll conducted by Gallup in 1945 suggested that, regardless of region, most 
English Canadians would accept the abolition of federalism.) At that time, 
the federal government was viewed as being favourably disposed to the 
interests of regional development, and was thought to be the only govern- 
ment capable of effectively achieving it. Provincial governments, therefore, 
became less relevant as defenders of regional interests against the exploita- 
tive power of a federal government dominated by central Canadian inter- 
ests. 

By the early 1970s, however, a federal politics oriented primarily toward 
Quebec combined with major changes in oil and gas prices to revive the 
sense of alienation from the federal government and disatisfaction with the 
political economy. The turn to provincial governments as defenders of 
regional interests was quick, and federal-provincial conflict escalated to its 
highest level since the Great Depression. By 1982 further changes in 
economic circumstances resulted in declining intergovernmental conflict 
and renewed concern with regional representation at the centre. Thus, the 
logic of how best to defend and advance the interests of provincial com- 
munities and to reconcile them with other dimensions of individual identity 
and commitment changed in response to changes in material circumstances. 

The persistence of older bases of identity also helps to account for the 
ways in which the new agenda took root in Canada. It meant a stronger 
labour movement would remain divided by regional and linguistic iden- 
tities. It meant that social democratic parties, the CCF and later the NDP, 
would have great difficulty building support in Quebec and the Maritimes 
and would therefore be unable to challenge the two traditional parties at 
the national level. It also meant that in provinces less divided by regional 
and linguistic differences, organized labour and social democratic parties 
could enjoy greater success. Still, as long as these conditions of success 
varied significantly across regions, there could be no unequivocal national 
move toward the “creative” class politics predicted by John Porter and Gad 
Horowitz. If the increased strength of organized labour and social 
democracy increased the political importance of redistributive issues, many 
Canadians would remain more comfortable discussing them in regional and 
linguistic terms than in the language of class. 

Much of the tension within Canadian politics in the postwar period can 
be understood as a debate between contending principles for the organiza- 
tion of political life. Each set of principles is rooted in differing conceptions 
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of which interests or identities are most important. Is politics mainly about 
class and class interests? Region and Provincial interests? Language and 
linguistic interests? Or something else, such as religion or gender? The 
answers have vital implications for institutional structure and practice, for 
policy prescriptions, for party ideologies and much more. Each entails its 
own internal logic, each is an alternative “axis” around which politics can 
be organized. In the fifties and sixties, left-oriented observers such as Porter 
lamented the “obsession” of Canadian politics with federalism and national 
unity, viewing them as barriers to the full emergence of class politics. More 
recently, a variety of movements — feminists, advocates of native rights and 
multicultural groups, for example — have condemned federalism for its 
preoccupation with language and region and for its reliance on processes 
such as intergovernmental decision making, which leave little or no room 
for their input and participation. 

Despite these clashing conceptions of the central dynamics of politics, 
predictions of the disappearance of regional interests or of dramatic 
centralization were confounded. Nevertheless, the intensity of regional 
conflict, the forms in which it was expressed, and the issues around which 
it crystallized all fluctuated considerably. The reasons for such fluctuations 
are subtle and complex; they are a result of the efforts of the major social 
actors to mobilize populations around their definitions of the crucial 
interests, and of the economic and institutional resources they can deploy 
in this effort. In these struggles older groups changed, and new ones 
struggled to emerge. The results had crucial implications for federalism. 
For example, the struggles in Quebec between traditional conservative 
catholicism and an emerging more secular force, including a more powerful 
labour movement, led to the triumph of a modernizing state-based 
nationalism which radically altered and intensified conflicts between 
Quebec and Ottawa. 

To take another example, the experience of war and depression led to a 
broad concensus on the need to construct in Canada, as elsewhere, the 
Keynesian welfare state. The interests this project reflected and promoted 
were linked much more to people’s economic or class interests than to their 
regional position. The issues of the welfare state did not, in themselves, 
divide Ontarions and British Columbians; they did not engage regional 
identities. While federalism was a critical factor in the building of the 
welfare state, as we shall see, federal-provincial conflict was muted in the 
years after World War II. By contrast, many of the economic developments 
of the 1970s exacerbated and promoted regional differences. Accordingly, 
the dominant issues of the period energized regional identities and then 
contributed directly to intense federal-provincial conflict. 

Thus exogenous events arising from Canada’s position in the North 
American and global political economies had a direct effect on the interests, 
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goals, strategies and bargaining power of domestic groups, and therefore 
on federal-provincial relationships. By far the most important of these 
external forces was the growing economic integration with the United 
States which strengthened north-south linkages while eroding east-west 
ones. 

The final set of factors central to the post-war developments in federalism 
was the rapid growth of the state. 

Postwar population and urban growth precipitated a massive expansion 
of education at all levels — health services and urban infrastructures such as 
roads, parks and the like — all of which were primarily the responsibility of 
provincial and local authorities. The growth of government in postwar 
Canada, therefore, occurred at both levels. Indeed, throughout the period 
the rate of growth of provincial-municipal spending exceeded that of the 
federal government. In some cases, provincial governments also sought to 
develop thorough-going industrial policies which, relative to their size, 
were more ambitious than those of the federal government. While provin- 
cial and local civil servants represented half the Canadian total in 1946, they 
constituted approximately two thirds by 1966. 

This rapid growth of both orders of government in Canada had several 
important implications. First, the proliferation of new policies dramatically 
increased the level of policy interdependence which characterizes Canadian 
federalism. The interweaving of a growing number of policy areas meant 
that there was an increasing tendency for policies developed by one order 
of government to spill over into other jurisdictions. This reduced Ottawa’s 
ability to act unilaterally without impinging on the plans and policies of 
provincial governments. Similarly, provincial actions often had national 
ramifications. Increasingly, the federal government found itself in the 
position of having to consult, coordinate and, inevitably, compromise or 
face mounting federal-provincial conflict; the declining efficacy ofa federal 
system that increasingly required intergovernmental good will to function 
coherently. 

Thus, postwar federalism can be viewed through the same analytic prism 
used in the earlier discussion of the prewar period. The central focus of the 
postwar period is the interaction between politically mobilized collective 
identities organized around the major cleavages. The intensity of conflict 
and the forms and outcomes of this conflict are shaped by international 
forces and driven by economic and social structural changes. They are also 
influenced by the power and strategies of competing domestic collective 
actors each trying to protect or advance its interests under changed cir- 
cumstances, and by the federal and parliamentary institutions within which 
this competition takes place. The follwing chapters chronicle the develop- 
ment, and subsequent unravelling, of two sets of policies, each of which was 
designed to reconcile conflicts along the major fault lines of Canadian 
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society. First is the “historic compromise” among capital, labour and 
business according to the outlines of the Keynesian welfare state. The 
second, closely linked, is the accommodation between regional and national 
interests, and between the federal and provincial governments, embodied 
in “cooperative” federalism. 

There are parallels between these two sets of accommodations or bar- 
gains. Both emerged from depression and war. Both enjoyed remarkable 
success for a generation. Both were constructed under highly favourable 
domestic and international circumstances. Both provided a formula for 
reconciling fundamental differences. 

The Keynesian welfare state sought to promote both economic efficiency 
and economic justice on the assumption that workers’ and capitalists’ 
interests were fundamentally compatible. Similarly, cooperative federalism 
sought to promote aggregate national growth and regional sharing on the 
assumption that growth in accordance with market allocation processes was 
ultimately compatible with regional economic development. Both, in 
Canada, were the product of a complex mixture of popular mobilization 
and elite bargaining. Each supported, but also constrained, the other. 
Cooperative federalism was the essential vehicle for attaining the 
Keynesian welfare state, but also affected its timing and scope. In turn, the 
economic and social success of the new State policies helped sustain the 
conditions for cooperative federalism. 

By the 1970s, both were unravelling. Critics of both left and right argued 
that social and economic changes had generated tensions and contradic- 
tions in the Keynesian welfare state which could no longer be papered over. 
At the economic level, writers talked of the “fiscal crisis of the state”, at the 
political level they talked of “overloaded governments” and the “crisis of 
governability”; at the ideological level they talked of a “crisis of legitima- 
tion” (O’Connor; Huntington et al; Habermas; Offe). Whatever their 
differences, critics agreed that the Keynesian middle way was obsolete and 
that the only options were to move toward increased state regulation of the 
economy and society, or toward reduced state intervention in a more 
laissez-faire system (Goldthorpe in Goldthorpe, 1984). As a result, the 
apparently irreconcilable differences which had dominated the political 
economic orthodoxies of the left and right during the 1930s began to 
reappear. 

The developing crisis of the role of the state in the early ’70s translated 
into a crisis of federalism. The growth of government had already multiplied 
the potential for intergovernmental contradiction, duplication and mutual 
frustration. Intensified linguistic and regional conflicts were also being 
addressed in the context of growing disagreement as to the fundamental 
priorities of the state and the best means of carrying them out within a 
federal system. So long as there was consensus On building the Keynesian 
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welfare state, managing intergovernmental interdependence was an essen- 
tially technical problem, allowing always for the exception of Quebec. In 
this new context, however, it became an intensely political, and ultimately 
a constitutional, problem. 

Again, common factors were at work to unravel the two accomodations. 
On the one hand there was a less favourable international environment. On 
the other hand, domestic social changes were widening the gap that the 
accommodations had to bridge. Moreover, new grounds of identity (gender, 
environmentalism, etc), were emerging with corresponding new definitions 
of the political agenda and challenges to older institutions. As the old 
accommodations disintegrated, increasingly polarized programs for the 
future were articulated, whether “neo-conservative” versus “interven- 
tionist” or “centralist” versus “provincialist” This polarization, in turn, led 
to the search for new bases of accommodation. 

By the early 1970s the preconditions for cooperative federalism no longer 
existed. By then federalism was characterized by a growing tension and 
preoccupation with the politics of region and language and increasing 
federal-provincial conflict and decentralization. 

In Chapters 9 and 10, devoted to the years 1958 to 1973, and 1974 to 1982, 
we describe these shifts. Finally, our analysis of the period 1984 to 1988 in 
Chapter 11 shows both the culmination of the constitutional evolution of 
the period and the dilemmas posed by this evolution. Both these aspects 
are evident in the debates on “National Reconciliation” and on the Meech 
Lake Accord. But first we must examine the decade of unprecedented 
peacetime centralization and harmony during which modern federalism 
was constructed. 
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Construction of Modern Federalism, 1947-57 


Chapter 8 


The rejection of the Green Book proposals did not reduce the pressure 
on the federal government to implement the International Policy. Alterna- 
tive means had to be found, and in the reconstruction decade the two orders 
of government succeeded in finding them. In retrospect this task looks 
easier than it actually was. Creative solutions were reached that made it 
possible for class and regional accommodations to be maintained. But 
finding such solutions is an uncertain and often harrowing business. Many 
a union leader and government official was purged amidst Cold War fears 
and allegations. Duplessis fought a determined and bitter holding action 
against the expansion of the central government, although ultimately his 
defensive posture limited its effectiveness. It was hardly an epoch of peace 
and harmony. 

Still, it was a time when the federal government could generally count on 
the support of nine of the ten provincial governments, and at least two 
thirds of the population, for its most important goals. The image of bold 
new federal initiatives combined with high levels of federal-provinical 
cooperation has given the Reconstruction decade the same golden age 
status in the hearts of advocates of strong central government as the 
Tremblay Commission, the great defender of classical federalism, reserved 
for the 1920s. 
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Federal Society 


The rapid decline in government spending, combined with the increase 
in the civilian workforce associated with demobilization, had resulted in 
deflation and high unemployment after the Great War. Many expected a 
repeat performance following World War II. But while GNP fell briefly, it 
grew constantly thereafter, except for the short recession following the end 
of the Korean war in 1954. The real average GNP growth rate between 1947 
and 1957 was 5.1 percent, and official unemployment averaged 3.2 percent. 
This was achieved with relatively low, though more widely fluctuating, 
inflation rates, ranging from a high of 14.4 percent in 1948 to a low of -0.9 
percent in 1953 (Wolfe, 1984, p. 51). 

This growth was associated with the same large-scale shift out of agricul- 
ture that the American and West European economies were experiencing. 
In the 1930s about one-third of the Canadian labour force was still 
employed in agriculture. By 1951, the ratio had fallen to 18.4 percent, and 
by 1961, to 11.2 percent. Agriculture’s contribution to the total net value 
of production in Canada, while growing in absolute terms, fell from an 
average of 19.9 percent between 1935 and 1939 to an average of 8.5 percent 
between 1969 and 1973 (Gibbins, 1980, p. 78). There was a roughly equal 
increase in the size of the service sector, which out-grew the manufacturing 
sector both relatively and absolutely. Within the industrial sector the 
growth areas were natural resources, particularly the oil and gas industry 
after the discovery of the Leduc reserves in 1949, and automobile manufac- 
turing (Brodie & Jenson, 1981, pp. 216-25). 

These economic and demographic changes had important regional im- 
plications. The growth of the service sector took place in all regions, with 
the result that all provincial economies became more diversified. The 
decline of agriculture also changed the distribution of populations between 
country and city in all parts of Canada, so the agrarian population declined 
in size and political muscle throughout the country. 

The impact of diversification and urbanization was probably greatest in 
the Prairie provinces. The region’s share of all Canadian farms actually rose 
from 40 percent in 1941 to 48 percent in 1971. But within these provinces, 
the number of occupied farms fell 41 percent in the same period. By 1971, 
only 16 percent of the Prairie labour force was employed in agriculture, an 
average skewed toward the high side by Saskatchewan’s 27 percent (Gib- 
bins, 1980, p. 78). Between 1941 and 1951, many of those who left Prairie 
farms also left their provinces, resulting in a net out-migration of 268,000 
people. The Prairies have never since equalled the 1931 peak when they 
held 23 percent of the Canadian population. Between 1951 and 1961, this 
outflow was reversed in Alberta by the impetus of the oil and gas boom, but 
continued in Saskatchewan (Gibbins, 1980, pp. 16-17, 66-67). 
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There was a dramatic movement out of agriculture in Quebec as well. In 
1941, 41 percent of the population were rural farm residents; this was 
reduced to 13 percent by 1961 (Behiels, 1984, pp. 11-12). In the 1940s, most 
left the farms for the growing primary, natural resource industries. In the 
1950s, however, the rural outflow shifted increasingly toward the secondary 
manufacturing and service sector jobs. This trend was associated with the 
rapid growth of cities, especially Montreal (Behiels, 1984, Ch.1). 

The Atlantic provinces, which included Newfoundland after 1949, ex- 
perienced some growth in their traditional staples, but nothing on the scale 
of western mineral resource expansion or central Canadian manufacturing 
growth. Consequently, disparities in average income before government 
transfers did not diminish in this period and outmigration of population 
was On an even larger scale than in the West. 

British Columbia, Ontario and Quebec were the fastest growing provin- 
ces. For the first time since the 1920s, most of the new immigrants who now 
began arriving in large numbers settled in these provinces (Gibbins, 1980, 
pp. 71-72). Thus, despite the impressive aggregate figures, the regional 
incidence of economic growth in the period from 1947 to 1957 was very 
uneven. High growth rates in central Canada and the two most westerly 
provinces did not “trickle across” to poorer provinces and regions in such 
a way as to alter significantly their relative standards of living. 


Class Conflict Restrained 


Few within the labour movement believed that King’s shift to the left went 
far enough. Morton and Copp estimate that, at war’s end, at least a third of 
the CCL’s members were organized in Communist-run unions. The propor- 
tion was lower in the TLC, but the Canadian Seaman’s Union, also Com- 
munist led, was one of the most dynamic unions in that federation (Morton, 
1984, p. 203; Palmer, 1983, pp. 245-52). Most rank and file members were 
not Communists, but they were more oriented to fundamental political 
change than ever before. The political demands of the CCL in 1945, in 
addition to the kinds of measures that King proposed, included social 
ownership of banking, insurance companies, war plants, coal mines and 
transportation (Williams, 1975, p. 184). Strike levels and union solidarity 
in 1946 and 1947 were unprecedented as organized labour sought, against 
determined employer resistance, to incorporate the major gains of the war 
years into their contracts (Easterbrook & Aitken, 1980, p. 570). 

By 1948, however, the Canadian union movement was locked in an 
internecine struggle of unparalleled proportions. Class conflict had not 
come to an end in Canada; it was turned in upon itself. The federal 
government did not live up to its promise of deploying counter-cyclical 
fiscal and monetary policies to maintain high employment (Campbell, 1987, 
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pp. 69-116, 190-97). Still, expanding international trade, particularly with 
the United States, and rising levels of American investment in Canada were 
sufficient to maintain rising standards of living and job security for most 
Canadian workers. Good economic times reduced the persuasiveness of 
radicals who argued that the system itself was unsound. This helped to shift 
the balance of power within the union movement in the direction of the 
CCF and, in some cases, more conservative elements. 

The CCF-Communist struggles were bitter. In most unions, the United 
Auto Workers, for example, the CCF managed to push Communists out of 
leadership positions. Where such internal strategies proved ineffective, 
they turned to expulsion: the Mine-Mill Workers in 1947; the Seamen’s 
Union and United Electrical Workers in 1949; the United Fishermen in 
1954. In addition, thousands of workers were black-balled, not only by 
employers but by their former unions (Abella, 1973; Palmer, 1983, pp. 
245-52; Morton, 1984, pp. 201-212). 

While these struggles were going on, the labour movement continued to 
push hard for the extension of war-time gains in collective bargaining rights. 
Centrist federal and provincial governments, seeking to demonstrate that 
they were anti-Communist but not anti-union, generally responded with 
new labour laws. In 1948, federal legislation extended the P.C 1003 regime 
into the post-war period for the approximately 10 percent of the non- 
agricultural workforce deemed to remain under federal jurisdiction follow- 
ing the termination of the War Measures Act. By 1950, all provinces except 
PEI had implemented legislation incorporating the main lines of the federal 
law (Morton, 1984, pp. 196-97; Jamieson, 1968, pp. 293-94). In this more 
favourable legal environment, trade union membership rose from 29.1 
percent in 1947 to its pre-1972 peak of 34.2 percent of paid non-agricultural 
workers in 1958 (Kumar, 1986, p. 109). 

In the wake of the Communist expulsions, the movement’s centre of 
political gravity shifted to the right. One casualty was probably the 
movement’s level of commitment to organizing the rapidly expanding new 
sectors of the economy. Union growth in this period was concentrated in 
the industrial sectors — forestry, mining, construction, transporation and 
public utilities — pioneered by the CIO and Communist unions in the more 
militant 1930s and 1940s. These industries were largely organized by the 
mid-1950s. A concerted effort by the CCL to organize Eaton’s department 
store employees between 1948 and 1951 ended in failure. No further efforts 
to expand into the private, white collar sector were made in this period 
(Morton, pp. 215-16). As a result, union density flattened out in the 
mid-1950s and did not rise again until the mid-1960s, when public sector 
workers (outside of Saskatchewan) were organized for the first time 
(Kumar, 1986, pp. 107-110). 
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In failing to coordinate a sustained push on white collar public and private 
sector workers, the most rapidly growing segments of the workforce, the 
union movement effectively conceded that it would represent only a 
minority of Canadian workers for the foreseeable future. This created an 
unnecessary (as Western European unions demonstrated in these years) 
ceiling on the economic and political power of the Canadian labour move- 
ment (Brodie & Jenson, 1980, pp. 226-27). 

A further consequence of the shift to the right was the failure to develop 
and promote an alternative conception of the political system among even 
the minority of Canadian workers who were union members. In its absence, 
as Brodie and Jenson observe, workers tended to view themselves and their 
unions as just another economic interest group, and the CCF as “Liberals- 
in-a-hurry” (Brodie & Jenson, 1980, pp. 1-17, 226-52). Thus, while or- 
ganized workers were much more likely to support the CCF than other 
voters in this period, the majority of them still voted for one of the 
traditional parties (Brodie & Jenson, p. 250-51). At the same time, the CCF 
was losing its traditional pillar of support — the farmers — especially in the 
West. By the 1957 federal election, the CCF had been reduced to 10 seats 
in Saskatchewan and five in Manitoba. A year later, in the Diefenbaker 
sweep, their support fell to a single Saskatchewan seat (Gibbins, 1980, p. 
112). 

The disinclination to organize new sectors meant that if unions wanted 
to grow, the growth would have to be at each other’s expense. This had been 
acceptable to the mainstream leadership as long as there were Communist 
unions to raid, but when this pool had been exhausted the costs of raiding 
became intolerable. The TLC unions had already abandoned their craft 
principles in the scramble to capture the benefits of war-time industrial 
expansion, thus eliminating one of the old reasons for maintaining separate 
federations. Pressures to eliminate raiding therefore mounted in a context 
while the barriers to merger fell. The result was the creation of the Canadian 
Labour Congress (CLC) in 1955 (Morton, 1984, pp. 216-17, 222-24). 

The merger was also facilitated by a compromise on another old source 
of dissension, political partisanship: the CLC would create a political 
education department, one of its tasks being “the creation of a new party 
linked to trade unions, cooperatives, farmer organizations and other 
progressive blocks” (Palmer, 1983, p. 254). The 1958 CLC Convention 
voted to bring about a “fundamental re-alignment of political forces in 
Canada”, and three years later the New Democratic Party was born (Mor- 
ton, 1984, pp. 237-38). But the re-alignment did not take place in this 
period, or in the next. 
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Regional Conflict Muted 


The Maritime and western provinces had always viewed the original 
National Policy as a form of state intervention which structured the national 
economy against their regions’ interests. Ottawa’s commitment to a freer 
international trade regime signalled the beginning of the end of one 
cornerstone of the old National Policy — the system of tariffs protecting 
central Canadian manufacturers. Moreover, Ottawa’s new social programs 
would not only benefit individuals, but also would help protect the regional 
communities to which they belonged from the worst effects of international 
commodity price fluctuations. This would reduce the advantages of the two 
central Canadian provinces in the competition to provide their citizens with 
a minimum of social and economic security. Thus, the International Policy 
was widely perceived to be economically advantageous and fair in these 
regions. Moreover, as with organized labour, any elements that did not 
accept this diagnosis were marginalized and unable to mobilize effectively. 
As a result, there was no equivalent of the Maritime Rights movement that 
had followed the First World War. Perhaps more strikingly, after a few 
battles between Ottawa and the new Saskatchewan CCF government, 
federal-provincial conflict in the prairies also subsided. 

The end of the war brought economic and demographic decline to the 
Atlantic provinces, just as it had in 1918. But there was still no class base 
from which a powerful third party movement paralleling the farmers in the 
West could arise. In the absence of third parties, the political reaction to 
this decline focussed on demands for a more equitable distribution of the 
national benefits of the economic union through increased transfers from 
the federal government. The commitment of the King government to the 
expansion of the welfare state — and the implicit equalization contained in 
the formulae by which it calculated Maritime entitlements under the tax 
rental agreements — went further than any federal government had hitherto 
gone toward meeting these demands. So the Atlantic provinces were strong 
supporters of federal power and initiative. 

Newfoundland was the most striking example of the coincidence of a 
powerful regional identity and federal-provincial harmony. A colony of 
Britain prior to 1949, its inhabitants had a deep sense of their uniqueness 
as a political community. So deep, indeed, that the 1949 referendum on the 
question of union with Canada was very close. Joey Smallwood, leader of 
the pro-union forces, was primarily interested in modernizing the economy 
and extending to Newfoundlanders the social benefits associated with the 
Canadian welfare state. The colony did not possess the tax base to support 
such programs, which left him committed to a central government strong 
enough to capture and redistribute to his province a significant share of the 
benefits of the economic union. Smallwood became the Premier of 


134 Chapter 8 


Canada’s tenth province, with close ties to the federal Liberal party. Both 
Smallwood and the federal Liberals remained in office for the remainder 
of the Reconstruction decade. So, despite their strong sense of community, 
most Newfoundlanders’ sense of what was in the best interests of their 
community and what constituted a fair deal with the rest of Canada, was 
such that regional interests and values were not seen to be in conflict with 
Ottawa’s imperatives. 

On the Prairies, the old stronghold of third parties and their agitations 
against the National Policy, several factors were shunting politics onto a 
less conflictual track. The agrarian class declined in size and political clout, 
relative to the total Prairie population. At the same time, those farmers 
who remained enjoyed improved economic fortunes: good crop prices, 
falling tariff barriers and new social programs made life considerably easier 
for them. The shift into the service sector along with the oil and gas boom 
produced more diversified provincial economies. This took some of the fire 
out of claims that Ottawa would never permit Prairie economic develop- 
ment and, hence, that provincial governments must acquire the economic 
resources and constitutional powers necessary to stimulate diversification. 
The new industrial and white collar classes, in turn, favoured the new 
federal policies which had helped to bring them into existence and appeared 
to guarantee their continued prosperity. The degree to which this picture 
held true varied considerably from one province to the next. These differen- 
ces are reflected in provincial electoral politics and in government policies. 

In Manitoba, the Conservatives deserted the union government coalition 
in 1950 but the Liberal-Progressive alliance remained in power until 1958, 
when the provincial Conservatives were able to capitalize on the momen- 
tum of the Diefenbaker sweep to displace the Liberals at the provincial 
level. There was, however, no major change in policy orientation in 1950 or 
in 1958. Successive Manitoba governments supported the International 
Policy (Gibbins, 1980, p. 126). 

In Alberta, the Social Credit party rode the oil and gas boom from one 
electoral success to the next. The provincial government was content to 
allow foreign private investors to develop and sell the resource. By no 
means all Albertans agreed, but with an average of 51 percent of the popular 
vote, the Socreds were able to secure an average of 84 percent of the seats 
in the legislature between 1935 and 1967 (Gibbins, 1980, pp. 136-37). 
Ottawa, having transferred control over the development of natural resour- 
ces to Alberta and Saskatchewan in 1930, encouraged the Alberta govern- 
ment to pursue a development strategy that fit well into its own market-led 
approach. There was little Ottawa-Alberta rancour. 

The same cannot be said of Saskatchewan, where the CCF remained in 
power throughout this period, retaining more of the old agrarian protest 
agenda. The ratio of farmers to other occupations was more than twice that 
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of the other two Prairie provinces, and the rate of population decline higher 
(Gibbins, p. 66, p. 78). The two statistics were closely related: without a 
more diversified economy, moving off the farms meant moving out of the 
province. The costs of relocation for those remaining behind in the rural 
communities, with diminished human resources and tax bases, were high. 
In this less happy economic context, the pressures on government to play a 
more interventionist role were greater. The CCF responded to them and, 
as a result, there were more policy areas in which its activities came into 
conflict with those of Ottawa. 

Saskatchewan was the polar case, however, and even there provincial 
government activism and associated conflicts with Ottawa died down after 
1948. Poor economic performance by many of its public corporations, as 
well as constitutional battles lost to Ottawa, fed doubts concerning the 
capacity of the provincial government to manage large-scale economic 
development. Cold War anti-socialist propaganda also eroded support for 
more interventionist CCF policies. The urban working class continued to 
support the CCF in the 1948 provincial election, but there were losses in 
rural areas. While the CCF retained its legislative majority, its share of the 
vote fell from 53 percent in 1944 to 48 percent in 1948. It pursued a more 
conservative strategy for the remainder of this period, consolidating exist- 
ing programs and focussing on social policy initiatives that led it to look for 
fiscal support, rather than policy autonomy, from Ottawa (Conway, 1983, 
pp. 168-71). 

These changes in the orientation and assumptions of Western provincial 
politics were also reflected in federal electoral results. The national CCF 
became more and more a party of the urban blue collar workers and less a 
party of the farmers, in the West as much as in the East (Brodie & Jenson, 
1980, p. 250). The federal elections of 1957 and 1958 might, at first glance, 
appear to indicate growing regional disenchantment with Ottawa. But, as 
Gibbins (1980) points out, the 1957 election was won not in the West, but 
in Ontario, where the Tories captured 39 percent of the popular vote and 
61 of 85 seats. The Tories captured only 29 percent of the prairie vote, and 
14 of 40 seats, a result of the continued strength of third party support, 
which averaged 43 percent across the three prairie provinces. So, while the 
Tories significantly improved their standing as compared with their for- 
tunes since 1935, it was mainly at the expense of the Liberals. 

This shift did not reflect a growing disenchantment with the federal 
government, but with Liberal arrogance, coupled with fondness for a native 
son articulating an appealing vision of national politics (Gibbins, 1980, pp. 
99-100, 103). David Smith agrees: 


He gave to the Prairies for the first time in their history the same sense of dynamic 
and central participation in nation-building that his predecessor, John A. Mac- 
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donald, had given to central Canada after 1867... . John Diefenbaker’s policies, 
when he came into power in 1957, were policies of national integration that 
typified the Prairie conception of Canada. His emphasis upon ‘unhyphenated 
Canadianism’ reflected 50 years of watching the new community in its efforts to 
find its own character by assimilating its disparate national elements into a single, 
dominant, English-speaking personality. 

(cited in Gibbins, p. 104) 


The 1958 federal election represented a decisive realignment of party 
support on the prairies but, again, it was not inspired by a decentralizing or 
provincialist thrust. On the contrary, it was a movement away from regional 
protest parties toward full fledged support for one of the national parties, 
particularly by the farmers. Ever since 1958 the Conservative Party has 
reaped most of the benefits of this shift. 


Conservative Quebec Nationalism Entrenched 


If class and regional cleavages were less salient in these years, the same 
cannot be said of language. The Union nationale remained in power 
throughout the period in spite of the rapid social changes brought about by 
war and post-war economic expansion. The ideological knitting together of 
the various elements of francophone Quebec that supported the UN did 
not change. Duplessis continued to portray the expanded role of the federal 
government as morally deplorable and constitutionally invalid, and his 
party as the most effective defender of provincial autonomy against federal 
incursions. Consistent with this position on the appropriate role of the 
state, Duplessis refused to use the provincial government to channel socie- 
tal change within Quebec in directions more compatible with the values 
which he claimed to defend. As Duplessis put the matter in response to 
demands by a trade union delegation for increases in government old age 
pensions in 1951, “Le meilleur systeme est encore celui qui dépend le moins 
de l’Etat” (in Quinn, 1979, p. 84). 

Duplessis came under increasing cricicism from two perspectives that 
sought to modernize and democratize Quebec. The reformist wing of 
Quebec nationalism, led by figures such as André Laurendeau, with the 
support of the editors of Le Devoir and L’Action nationale, sought to 
redefine nationalism, to render it compatible with an expanded, secular 
Quebecois nation-state. The anti-nationalists, led by figures such as Pierre 
Trudeau and Gerard Pelletier, and centered on the small but influential 
journal Cité libre, argued that only by discarding nationalism itself could 
Quebec break free of a stultifying past. The two factions were allies against 
Duplessis on many of the major social and political issues of the day, 
although they would part company almost as soon as they had defeated 
Duplessis’ political vision (Behiels, 1984). 
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If the Quiet Revolution of the 1960s is understood as a sudden movement 
by the Quebec state to adopt the more active role endorsed by both 
reformist elements, why, given the same economic forces that affected 
Ontario, did it fail to change in 1945 or earlier? Two further questions 
follow: why was Duplessis so adamantly opposed to an extended govern- 
ment role in Quebec and how was he able to maintain sufficient electoral 
support to retain political power for so long? 

Duplessis’ position on the role of the state was the product of two 
important factors. Conservative Catholic social thought in the province 
held that the state’s role in education and social welfare should be confined 
to supplementing the efforts of private institutions, led by the Church 
(Coleman, 1984, pp. 46-64). Duplessis’ willingness to support this view won 
him the political backing of this section of the Church. By refusing to extend 
the economic activities of the state, except intervening to limit the effec- 
tiveness of organized labour, Duplessis also secured the financial and 
political support of many elements of English-dominated business and 
industry. The support of these two powerful forces explains in part how he 
was able to maintain power, even though his position on economic matters 
was rejected by the growing progressive wing of the Church. Similarly, his 
educational policies and his attitude toward civil liberties were antithetical 
to the liberal sentiments of the English-speaking business elite and such 
influential intellectuals as F.R. Scott and P.E. Trudeau. 

Given Duplessis’ strenuous and consistent opposition to the trade unions 
and the growing militance of their leadership in this period (Quinn, pp. 
91-97), alternative coalitions, with organized labour at their core, seem 
plausible. The progressive wing of the Catholic church had been supporting 
the unions against Duplessis since the Asbestos strike of 1949. To this, an 
anti-Duplessis party might have added a large segment of the agrarian class, 
so as to form the francophone equivalent of the CCF. Or it might have 
drawn support from the English and French liberal professions by stressing 
Duplessis’ lack of respect for civil rights and the rule of law. 

Duplessis recognized the possibility of a francophone version of the CCF 
and cultivated the support of farmers with an extensive programme of rural 
assistance and praise for their role as the privileged bearers of the values of 
ancient Quebec. This strategy succeeded in making rural Quebec the most 
reliable basis of Union nationale support. Of the 51 predominantly rural 
constituencies in a National Assembly of 92 or 93 seats, Duplessis never 
lost more than six to the Liberals in the elections of 1948, 1952 and 1956 
(Quinn, p. 98). This rural bloc alone would have been sufficient to keep 
Duplessis in power as long as its effect was exaggerated by the electoral 
system. As urbanization increased and constituency boundaries remained 
unchanged, rural over-representation steadily increased. By 1951, the 33 
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percent of the population that lived in rural Quebec controlled 55 percent 
of the seats in the National Assembly (Quinn, p. 85). 

Moveover, Duplessis was able to obtain 45 percent or more of the vote 
in working class districts in every election he fought (Quinn:101). Why did 
sO many working class voters support a party that became increasingly 
anti-labour in the 1950s? Quinn argues that nationalist allegiances out- 
weighed class interests for this segment of Quebec workers (Quinn, p. 102). 
McRoberts and Posgate, on the other hand, argue that the Liberals’ posi- 
tion on labour issues was little better, so that Duplessis did not need 
nationalism to compensate for a relatively poor labour position. They 
locate the success of the Union nationale in Duplessis’ populism — his 
ability to speak effectively in the vernacular, and his cultivation of anti- 
bourgeois sentiments among workers and farmers. To this are added the 
advantages of a governing party with no compunctions about the extensive 
use of patronage, and the rapid economic growth of this period, which made 
it easier to ignore those who criticized its economic policies (McRoberts & 
Posgate, 1980, pp. 81-85). 

Both analyses are plausible as accounts of why some workers supported 
the UN, but they take for granted the existence of a two party system when 
this is part of what has to be explained. A left nationalist party was not 
unthinkable — the position articulated by Laurendeau, for example, could 
have become the platform for such a party. But it did not receive the 
financial and political support that it would have needed to counter the 
Duplessis political machine effectively. For the reasons noted above, the 
only source of such support would have been the trade unions, which 
represented about 32 percent of industrial wage earners by 1951, compared 
with 20 percent in 1941 (Quinn, p. 292). But despite their impressive 
aggregate growth, Quebec’s trade unions remained divided and incapable 
of concerted action. The Catholic CT'CCand the industrial unions affiliated 
with the CCL staunchly opposed Duplessis from the Asbestos strike of 
1949. But the craft unions affiliated with the TLC remained favourable to 
the UN in the 1952 and the 1956 elections (McRoberts & Posgate, 1980, p. 
85). Threatened by the rapid expansion of the CCL unions after 1935 — and 
by the CTCC as well after the sweeping changes in leadership and the more 
radical intepretation of Catholic social philosophy which it adopted in 1946 
— the TLC affiliates remained the largest of the three elements of organized 
labour in this period and looked to the Duplessis government as an ally in 
fending off the gains being made by other unions (Quinn, pp. 86-90, pp. 
T2122. De Lo), 

In the absence of an effective political opposition elements of the labour 
movement, along with their potential coalition allies, tried to make the best 
of Duplessis. This tendency was reinforced by the fact that, with the excep- 
tion of anglophone Quebec liberals, all of the potential allies against 
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Duplessis — the leaders of the Catholic social reform movements, the 
professional elites and large sections of the working classes — were strongly 
committed to the preservation of what each group understood as the 
Quebec nation. At the same time, English Canada and the federal govern- 
ment were perceived as moving in directions threatening to the provincial 
autonomy (Quinn, pp. 119-29). 

That the different elements of Quebec nationalism could not agree 
among themselves as to the true “essence” of the Quebec nation did not 
matter in this context. All believed that provincial autonomy must be 
retained if their vision of the Quebec people and their political community 
— Catholic, liberal, socialist, or narrowly linguistic and cultural — was to 
remain (or become) a reality. Duplessis, as a more tenacious defender of 
provincial rights than the Liberal party of the day could credibly claim to 
be, was therefore the best available choice. Recognizing this to be the 
foundation of his power, Duplessis focussed on the federal-provincial 
conflicts that highlighted nationalist issues, successfully making provincial 
rights “the dominant issue in every election [from 1944] until 1960” (Quinn, 
p. 117). A self-reinforcing dynamic of federal-provincial conflict which 
helped to sustain UN support was thus maintained. 


Federal State 


The federalism of the Reconstruction period was primarily concerned 
with how to implement the International Policy. The federal government 
retained the political initiative throughout these years, and its first priority 
was to develop and implement its new economic, social and cultural 
policies. But at the same time, the federal government was concerned to 
minimize the degree to which these initiatives antagonized a Quebec which 
continued to resist the broad thrust of the new political economic order. In 
the absence of large-scale political mobilization along class or regional 
lines, this concern with political damage control in Quebec became the 
principal determinant of the means by which Ottawa’s new policies were 
implemented. Hence, Ottawa’s decision to rely on fiscal arrangements, 
especially shared cost programs, rather than constitutional change. 


The Political Limits of Constitutional Reform 


There were several important changes in the federal constitution in this 
period. With one exception, however, they aimed at fulfilling the territorial 
objectives of Macdonald and the national sovereignty hopes of Laurier and 
Borden, rather than the new economic imperatives. In 1949, Newfoundland 
joined the federation. In the same year, the federal government introduced 
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a new section 91(1), giving the federal Parliament alone the right to amend 
the constitution as it affected federal jurisdiction. The new section was 
worded as a general amending power, subject to “exceptions” — the powers, 
rights and privileges of the provinces, the rights of citizens with respect to 
schools and language use, and the term of Parliament. At the same time, 
the Supreme Court of Canada, to which Ottawa alone appointed the judges, 
was made the final court of appeal for all Canadian cases. This cut off all 
appeals to the Privy Council, which Quebec had come to regard as the 
defender of a decentralized and classical model of Canadian federalism, and 
raised the constitutional question of the legal status of the precedents which 
the Privy Council had laid down. 

These amendments to the BNA Act, as well as the abolition of appeals, 
were requested by Ottawa and granted by the British Parliament without 
seeking or receiving provincial consent. The federal government argued 
that this was justified because these amendments had no effect on the 
provinces. But several of them, led by Quebec, disagreed. Many institutions 
of the central government had an important federal dimension, so that 
changes to them would alter the character of Canadian federalism. By this 
reasoning, they should not be subject to unilateral federal government 
amendment any more than the division of powers. Abolishing appeals to 
the Privy Council was a case in point, because a federally appointed 
Supreme Court might be expected to interpret federal powers broadly, 
including those subject to future unilateral amendment under section 
91(1). The scope of section 91(1) would be tested in the Senate Reference 
case of 1978. 

From the vantage point of Quebec, the federal initiatives of 1949, taken 
together, suggested a confident St. Laurent government poised to usurp 
large areas of provincial jurisdiction. At the federal-provincial conference 
of January 1950 Premier Duplessis declared: “Nous considerons que ceci 
est absolument opposé au ‘fair play’ britannique et au fondement méme du 
régime fédératif” (Proceedings, Constitutional Conference, January, 1950, 
p. 16). Federal efforts at the conference to gain provincial agreement to a 
more general amending procedure made little progress, largely as a result 
of provincial reaction to these federal initiatives. Provincial fears proved 
groundless. The federal government did not use its new powers to centralize 
the constitution by amendment, nor did the Supreme Court of Canada 
overturn the major precedents upon which twentieth century Canadian 
federalism had been built. 

The only other constitutional amendment of this period occurred two 
years later, in 1951, when the federal government sought and secured 
unanimous provincial approval to bring old age pensions under federal 
jurisdiction. section 94a, as amended, permitted the federal government to 
establish old age pensions, while recognizing provincial paramountcy in the 
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field. The latter qualification, which had not accompanied the unemploy- 
ment insurance amendment of 1940, would become important in the 
Canada Pension Plan debate of the 1960s, since it would provide the basis 
for Quebec’s claim that Ottawa’s proposed Canada Pension Plan could not 
be enacted over Quebec’s own scheme (Simeon, 1972, p. 202). Ottawa’s Old 
Age Security Act provided a federal pension of $40 per month to all 
Canadians over the age of 70 who had resided in the country for at least 20 
years. The companion Old Age Assistance Act provided a means-tested 
pension to those aged 65 to 69, on a shared cost basis (Guest, 1980, p. 145). 


Defending National Cultures 


If constitutional changes ended in 1951, the issue of Ottawa’s role in 
culture and education continued to worry Quebec. The International Policy 
implied unprecedented levels of economic integration with the United 
States. While federal Liberals in this period were generally sanguine about 
the economic implications of this trend, they were concerned about the 
cultural implications of their policies. The Massey Commission was as- 
signed to consider strategies for dealing with the danger ofcultural assimila- 
tion with the United States. The Quebec government and many 
conservative francophone intellectuals were equally worried by the cultural 
and political implications of increased integration into the Canadian com- 
munity and the new social and cultural policies being pursued by Ottawa. 
These concerns were eloquently articulated, and their implications for 
modern federalism systematically explored, in the report of the Tremblay 
Commission. 

The Royal Commission on National Development in the Arts, Letters 
and Sciences (the Massey Commission) was appointed in April of 1949. The 
Order-in-Council creating the Commission stated that “It is in the national 
interest to give encouragement to institutions which express national feel- 
ing, promote common understanding and add to the variety and richness of 
Canadian life, rural as well as urban”. The Commission soon extended this 
mandate to include investigation of the advisability of federal grants to 
support university education. 

For Quebec nationalists, any move by Ottawa to involve itself in cultural 
matters was cause for apprehension. Singling out the educational system, 
one of the bastions of Canadien culture and values, for special federal 
attention was particularly suspect. The conditions attached to eligibility for 
federal grants could be expected to create new pressures to alter the 
structures and curricula of the Quebec system so as to render them com- 
patible with anglophone educational values. Duplessis declared the Com- 
mission to be an unwarranted intrusion into provincial jurisdiction and 
called for a boycott of its proceedings (Coleman, 1984, p. 66, pp. 68-69). 
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The Commission’s report was tabled in May 1951. Many Quebec 
nationalists were impressed by its sympathetic approach toward fran- 
cophone Canadians (including calls for a second French broadcasting 
network in Canada, a French radio station to serve Acadians in the 
Maritimes, and the use of existing French-language stations in the West to 
broadcast national programmes) but the Commission also stressed the need 
for an extended federal role in culture and communications. National 
cultural institutions like the CBC, the National Film Board, the national 
museums and galleries, must be strengthened and new ones, such as the 
Canada Council, created. The extension of federal financial support to 
Canadian universities, hitherto confined to grants of $150 per registered 
war veteran, was also endorsed on the ground that when these grants 
terminated in 1951 many universities which had expanded rapidly to absorb 
the post-war influx of veterans would be forced to raise tuition to prohibi- 
tive levels to avoid financial crisis (Coleman, 1984, pp. 69-70). 

The Commission argued that the federal government had the political 
responsibility and the constitutional right to promote the general education 
of all Canadians: 


If the Federal government is to renounce its right to associate itself with other 
social groups, public and private, in the general education of Canadian citizens, 
it denies its intellectual and moral purpose, the complete conception of the 
common good is lost, and Canada, as such, becomes a materialistic society. 
(cited in Coleman, p. 71) 


The report recommended that Ottawa provide annual grants in support 
of Canadian universities. The federal government acted on this recommen- 
dation, beginning per capita grants to the universities in 1951-52 (Coleman, 
pp. 69-71). 

Premier Duplessis responded by appointing the Royal Commission of 
Inquiry on Constitutional Problems (the Tremblay Commission) in 
February 1953. Its Chairman, Judge Thomas Tremblay, was a friend and 
confidant of Duplessis. He was prepared, however, to defer to the two most 
important intellectural contributors to the report. Esras Minville, Director 
of the HEC and Dean of Social, Economic and Political Sciences at the 
Université de Montréal, wrote the sections concerned with culture; Pére 
Richard Arés wrote most of the historical and federalism sections 
(Coleman, pp. 73-75). 

Duplessis hoped that the Commission would report quickly, providing 
him with arguments and recommendations that could be used in his battles 
with Ottawa over educational grants. But Minville and Arés viewed the new 
federal policies as a fundamental challenge to the constitutional order and 
conceived the Commission as the intellectual defender of classical 
federalism against the modern federalism advocated by Ottawa and the 
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other provinces. The Commission held 97 public hearings and received 217 
briefs, becoming a forum for the universities and other groups suffering as 
a result of Ottawa-Quebec fiscal conflicts. By the time the Tremblay Com- 
mission finally submitted its four-volume report to Premier Duplessis in 
February 1956, he had lost interest in it. Ottawa’s concessions of 1954 had 
eased the immediate fiscal crisis in Quebec and the 1957 fiscal arrangements 
(both discussed below) promised to be more favourable to the province. At 
this level, then, the report was obsolete before it was published. More 
profoundly, the report attempted to explain and defend a Catholic concep- 
tion of the Quebec political community which was rapidly disappearing. 

Nonetheless, as Coleman observes, the secular conceptions of the 
Quebec nation which displaced the religious view defended in Tremblay 
remained indebted to the report’s vision of Canadian federalism. Fun- 
damental to this vision were three premises: first, that Confederation was 
a compact between two founding races or peoples (see Black, 1975); second, 
that the province of Quebec was the home of one of these peoples; and 
third, that its government was the principal defender of the rights and 
interests of francophones. This made the Quebec government unique 
among the provincial governments, none of which could claim to be a 
“national” government in this sense. Quebec was thus accorded a special 
status and its government viewed as the equal of Ottawa, each representing 
one of the two founding peoples. From these premises the Commissioners 
developed their positions on the major issues of post-war federalism. 

On the question of powers to levy and collect taxes, the Tremblay Report 
argued that if Quebec was a sovereign government within its spheres of 
jurisdiction, dealing with the federal government as an equal, it could not 
be dependent upon federal transfers for the revenues needed to meet its 
responsibilities. Provincial governments — or, at least, Quebec — needed 
primacy over the federal government in some tax fields. It proposed that 
direct taxes be treated in this way, both because the BNA Act singled them 
out as the provincial base and because it could be argued that they have the 
most direct impact on the culture and way of life of the citizens. These direct 
taxes were to include not only personal income taxes and succession duties 
but, less convincingly, corporate income taxes. This approach to fiscal 
arrangements would inform the demands of all subsequent Quebec govern- 
ments until the late 1970s (Coleman, pp. 73-80). 

Social policy must remain under provincial jurisdiction because it has 
more direct consequences for individuals and communities than the tax 
system. Exclusive jurisdiction over unemployment insurance and old age 
pensions, brought under federal jurisdiction by constitutional amendments 
in 1940 and 1951 respectively, should be restored to the provincial govern- 
ments. The regional character of much unemployment in Canada was 
argued to be sufficient reason for granting provincial governments a role in 
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manpower policy. Finally, the provinces should also have control over 
educational and cultural matters. 

The Tremblay Commissioners did not believe that securing these provin- 
cial rights and powers would be sufficient to ensure that its conception of 
Quebec as a nation would survive. As Coleman glosses their analysis, they 
recognized that: 


...a serious gap had developed between the character of the traditional institu- 
tions of French-Canadian society and the way of life of many members of that 
society. The way of life of the industrial working class was a matter of special 
concern. Quebec had become industrialized. With industrial capitalism had 
come economic and political practices and institutions of British or American 
origin which had created among French Canadian workers a movement towards 
individualism, liberalism, and materialism... . People began to think and act 
according to the orientation of the places where they worked rather than the 
places where they prayed, played, and were educated. The commission saw 
tensions between the increasingly dominant values of the workplace and those 
of the nation and its institutions. The pressures on the educational system and 
the health care system...were gradually and surreptitiously changing them to 
conform to the values of the industrial capitalist world. 

(Coleman, p. 83) 


For this reason, the Commission rejected Duplessis’ minimal state as 
incapable of achieving the conservative ends which (insofar as Duplessis 
was genuinely committed to them) they shared with the UN government of 
the day. In articulating a constitutional position predicated upon an activist 
Quebec state, the report anticipated the constitutional position of a long 
succession of Quebec governments in the years following Duplessis’ death. 
Paul Gerin-Lajoie, soon to be a cabinet minister, understood the shape of 
the new politics when he argued that “a more equal relationship between 
Ottawa and Quebec would require three things absent in the Duplessis 
period: comprehensive planning, legislation and administrative reform to 
put it into effect, and greater interprovincial cooperation” (1957, pp. 
62-68). , 


Fiscal Arrangements: In Place of Constitutional Reform 


Most of the burden of adapting Canadian federalism to the requirements 
of the International Policy that could not (as with trade policy) be under- 
taken unilaterally were met by restructuring federal-provincial fiscal arran- 
gements. The requirements of Keynesian macro-economic policy 
legitimated federal demands for sufficient control over taxation and spend- 
ing to influence overall levels of demand. The tax rental agreements 
provided such control on the revenue raising side of fiscal policy. Social 
policies, some of which fluctuated counter-cyclically with unemployment, 
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provided control over the expenditure side. The federal government did not 
need to control all aspects of social policy design and implementation in 
order to achieve this control as long as every province met certain minimum 
standards. Conditional grants permitted this limited federal control. 


Tax Collection Agreements: The Origins of “Tax Abatement” and 
“Equalization” 


After the breakdown of the discussions based on Ottawa’s Green Book 
proposals, the federal government negotiated extensions of the tax rental 
agreements ona province-by-province basis. Under the 1947 arrangements, 
Ottawa set the base and the rates for personal and corporate income taxes. 
The provinces then received unconditional transfers from Ottawa, calcu- 
lated to increase in relation to population and GNP growth. 

Ontario and Quebec did not agree to this arrangement, retaining the right 
to levy their own personal and corporate income taxes. Non-participation 
had heavy costs. In the absence of a federal-provincial accord, Ottawa 
continued to occupy these fields. In this context, any attempt by Ontario or 
Quebec to levy their own taxes amounted to double taxation. Duplessis was 
reluctant to incur the wrath which he believed would be visited on his 
government should it be perceived as the cause of such actions. Conse- 
quently, Quebec received neither provincial tax revenues from these sour- 
ces nor federal transfers on a tax rental basis (Quinn, pp. 116-17). 

The result was a fiscal crisis in Quebec which intensified with each year 
of federal-provincial stalemate. One of the casualties was the Quebec 
educational system which was starved of adequate funding. A powerful 
lobby, centred around the Chambre de Commerce de Montréal (CCM), 
formed with the purpose of forcing the two orders of government to come 
to a compromise agreement. The CCM convinced the Chambre de com- 
merce de la province de Québec (CCPQ) that Ottawa ought to allow 
residents to deduct provincial taxes from their federal tax payments beyond 
the five percent level specified in the existing federal tax law. A letter 
making this case was sent to Prime Minister St. Laurent in June 1951. He 
was not receptive, but this proposal would eventually be adopted by Ottawa 
as the means of breaking the impasse. 

In 1952 new tax collection agreements were negotiated under which the 
federal government considerably increased the size of its “rental” payments. 
At this point, Ontario signed on with respect to personal income taxes, 
leaving only Quebec outside the system. The formula for calculating the 
transfers to each province continued to be based on criteria — population 
and the pace of national economic growth — unrelated to the size of the tax 
base in a particular province. This formula implicitly entailed an important 
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redistributive element: poorer provinces received exactly the same number 
of federal dollars for each of their citizens as did much richer provinces. 

By 1954, the cost of remaining outside the system had become intolerable 
for Quebec. Responding to powerful pressures from Quebec educators and 
businessmen, reinforced by the arguments of several Tremblay Commis- 
sioners, Duplessis finally acted. Quebec levied a personal and corporate 
income tax equal to 15 percent of the federal tax. “Double taxation” had 
arrived in Quebec. Ottawa was surprised by the move, and Prime Minister 
St. Laurent, wishing to avoid any appearance of recognizing special status 
for Quebec, offered to reduce federal taxes in these fields by 10 percent for 
any province not signing a tax rental agreement. All other provinces had 
signed the agreement in 1952 so, in the short run, the offer applied to 
Quebec alone (Coleman, pp. 73-74; Quinn, p. 117). This approach became 
known as “tax abatement” because the federal transfer had become the 
equivalent of an abatement of federal income tax. It had the virtue of 
permitting an increase in provincial tax revenues while maintaining the 
same overall level of taxation. 

All provinces found tax abatement attractive and when the next tax 
collection agreement was signed in 1957, it was formalized and applied to 
all of them. In this way, Ottawa eliminated the de facto special status which 
had existed since 1954 without completely abandoning the tax sharing 
system. Under the new system, federal transfers were to be calculated as a 
percentage of the revenues which would have been raised in each province 
if they had levied their own taxes at a uniform rate. The federal transfer 
between 1957 and. 1962 was to be 10 percent of the personal income tax, 
nine percent of the corporate tax and 50 percent of succession duties. 

The tax abatement system spelled the end of the implicit inter-provincial 
redistribution which had existed under the tax rental system. As a result 
transfers calculated on this new basis were, for the first time, supplemented 
by “equalization” payments to the poorer provinces, calculated to bring 
their average yield from these tax sources up to the average of the two 
wealthiest provinces. In 1957-58, federal equalization payments amounted 
to $139 million and all provinces except Ontario were recipients (Moore & 
Perry, 1966, p. 58). In addition, special “adjustment grants” for the Atlantic 
provinces were made. The National Adjustment Grants proposed by 
Rowell-Sirois had become a reality. 

Under the new arrangements the federal government continued to con- 
trol both the definition of the tax base and the rates which applied to it. 
Ottawa continued to act as the collection agent for the provinces, relieving 
them of the administrative and political burden ofcollecting their own taxes 
and ensuring that citizens would have a single tax form to complete. This 
approach successfully reconciled harmony in the tax system with provincial 
autonomy. 
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Shared Cost Programs 


Shared-cost programs had been used following the First World War to 
fund public works projects aimed at infrastructural development and relief 
measures in response to the post-war depression. These programs had been 
phased out in the 1920s, with the notable exception of the old age pensions 
established in 1927, primarily in response to Quebec’s strenuous constitu- 
tional objections. After the Second World War, however, this method was 
extensively employed both to encourage national infrastructural develop- 
ment projects such as the Trans-Canada Pipeline and to extend the welfare 
State. Considered in terms of the amount of money involved, the infrastruc- 
ture projects were the most important component of shared-cost programs 
in this period. 

But the most innovative shared-cost programs were in cultural and social 
policy. Perhaps the most controversial federal initiative was increased 
financial support for post-secondary education, a Massey Commission 
recommendation. The proposal angered Quebec nationalists, who 
regarded it as unconstitutional, but Duplessis was persuaded to accept the 
federal aid for one year while seeking to persuade the federal government 
to change its policy. When the year expired Duplessis forbade Quebec’s 
universities to accept further federal grants. The Quebec government now 
had to find the funds to make up the difference itself. Added to the losses 
already sustained by Quebec’s refusal to participate in the tax rental agree- 
ments, these conflicts with Ottawa were rapidly leading to a crisis of 
provincial finances until Ottawa’s 1954 tax abatement concessions. 

After Ottawa’s 1944 family allowance program, the first important exten- 
sion of social policy was the expansion of old age pension benefits made 
possible by the 1951 constitutional amendment. All subsequent extensions 
of the welfare state in Canada were made by means of shared-cost programs. 
The first of these was the Blind Persons Act of 1951, followed by the 
Disabled Persons Act of 1954. The new legislation enabled the federal 
government to enter into agreements with provinces to help fund programs 
aimed at individuals between 18 and 65 years of age, below a specified 
income, and falling within one of these categories (Guest, 1980, pp. 145-46). 
Next came the Unemployment Assistance Act of 1956. It enabled the 
federal government to provide 50 percent of the costs of general assistance 
to “those in financial need not covered by the existing categorical program- 
mes of old age assistance, blind and disabled allowances, mother’s allowan- 
ces, and war veterans’ allowances” (Guest, p. 146). In all these programs, 
provincial governments retained broad discretion in setting rates ofsupport 
and other conditions, with the result that there were wide differences among 
them. 
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The most important development in welfare related shared-cost 
programs in this period came in 1957 — health care. Up until now, the 
provinces had been the major innovators in this area. As early as 1936, 
British Columbia and Alberta had passed legislation providing for public 
insurance against the costs of physician and hospital care, but fiscal con- 
straints had prevented implementation of the plans. In 1946, following the 
failure to achieve a national accord at the Reconstruction Conferences, 
Saskatchewan’s CCF government introduced legislation to establish a 
universal, compulsory hospital care insurance system, covering virtually all 
types of hospital service, with eligibility for benefits conditional upon prior 
payment of premiums of $5 per adult to a maximum of $30 per family 
(Taylor, 1978, pp. 101-2). 

The Saskatchewan program became a model for other governments. 
British Columbia introduced a similar program two years later, and Alberta 
followed with a more limited program in 1952. By 1955, the Ontario Tories 
had decided to develop a similar system, but only if they could get financial 
help from Ottawa. Within two years, Ontario and the three Western 
provinces — along with Newfoundland, which brought its own “cottage 
hospital” system with it into Confederation in 1949 — had persuaded a 
reluctant federal government to revive its 1945 Green Book proposal to 
help fund such a project. At this point, federal involvement in this field was 
confined to the 10 small separate conditional programs, including those for 
hospital construction, provided for under the 1948 National Health Pro- 
gram. 

In 1957, the federal government passed the Hospital Insurance and 
Diagnostic Services Act, agreeing to meet approximately 50 percent of the 
costs involved in the provision of provincial health insurance plans covering 
most forms of hospital care. In order to qualify for this aid, provincial 
governments had to make the benefits of the programme available to all 
citizens within their province, on uniform terms and conditions, regardless 
of age, sex, or physical condition. By March 1963, when Quebec joined the 
plan, 98.8 percent of the Canadian population was covered by hospital 
insurance (Guest, 1980, pp. 147-48). The “windfall” transfers which the 
Saskatchewan government received from the federal government after 1957 
would enable its government to launch its medical care insurance, thus 
beginning the next cycle of innovation in public health policy (Taylor, 1978, 
pp. 104-8, 158-67, 234-38). 

Conditional grant programs helped achieve, piecemeal, the goals of the 
International Policy. They reflected the wide consensus on equalizing 
standards, a consensus shared by professionals within governments as well 
as the wider population, at least in English Canada. Shared cost programs 
rose from $58 million in 1946 to $144.8 million in 1957. In the next period, 
such programs would increase even more rapidly: by 1965, conditional 
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transfers had surpassed $1 billion (Bird, 1970, p. 282; Carter, 1971, pp. 
24-26). All these programs were examples of federal initiatives in areas of 
provincial jurisdiction, with no constitutional mandate except an implicit 
and undefined “spending power”. It was based on the assumed power of the 
Crown to distribute funds it had legitimately collected to any person or 
institution, and to attach appropriate conditions. In an era of government 
expansion, this was clearly a powerful tool for influencing national policy 
through providing inducements to provinces. Yet, apart from Quebec, 
there were few cries that these were unwarranted or coercive “intrusions” 
into provincial jurisdiction. Indeed, there seemed to be an implicit agree- 
ment not to test their constitutionality in the courts. 

There were several reasons for the widespread acceptance by the provin- 
ces of federal ventures into provincial territory in this period. First, the 
instrument was far less coercive than the declaratory or disallowance 
powers. Second, power was not taken away from the provinces: they were 
free not to participate and still retain formal jurisdiction. Third, and related, 
the federal conditions tended to be loose, never entailing the kind of 
detailed supervision and control characteristic of “grant-in-aid” programs 
in the United States. Moreover, the conditions attached to federal transfers 
in Canada were often developed in cooperation with provincial officials 
sharing common goals and professional standards with their federal 
counterparts. Fourth, far from weakening the provincial governments, 
shared cost programs strengthened them, allowing them to increase their 
revenues, expand their bureaucracies and deliver programs that their 
citizens wanted. Most important, even if there were disagreement on detail, 
there was fundamental agreement on the goals underlying these programs 
and in the legitimacy of federal leadership in promoting them. In some 
cases, such as hospital and medical insurance, provincial governments had 
actually pioneered programs and were only too glad to receive federal 
assistance in expanding them. 


Intergovernmental Mechanisms 


The scope of new economic and social policies remained relatively 
limited in this period. The federal government’s focus on macro-economic 
policy, given the control secured by the tax collection agreements, meant 
that there was only limited policy interdependence in that sphere. 
Moreover, as we have noted, federal efforts actually to pursue Keynesian 
counter-cyclical policies were, in any case, limited. Federally initiated in- 
frastructural development projects obviously needed coordination with 
provincial programs, but these were relatively few. The limited expansion 
of the welfare state — relative to the original Green Book proposals — meant 
that the pressures for extensive policy rationalization within governments, 
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and for increased coordination between them, was correspondingly limited. 
Ottawa’s active role in the construction of the GATT and other interna- 
tional institutions did not require any provincial role, and none was sought. 


These limits were reflected in the developing intergovernmental coor- 
dination mechanisms. Line department officials concerned with the ad- 
ministration of social policies met with increasing regularity to coordinate 
their activities. The creation in 1955 ofa Continuing Committee of Officials 
on Fiscal and Economic Matters indicated a growing conviction that such 
meetings should become less ad hoc. But such formal consultation and 
coordination efforts remained primarily at the official level, seldom moving 
up to the political level at which policy goals, as distinct from means of 
implementation, were determined. In 1957 there were still only five federal- 
provincial meetings at the Ministerial level, while in each year of the next 
period there would be an average of about twenty. Similarly, there were only 
three First Ministers’ Conferences in the 1950s, as opposed to nine in the 
1960s, and 10 in the first half of the 1970s (Veilleux, 1979). 

Federal-provincial relations thus followed what Stefan Dupré (in 
Simeon, 1985, pp. 1-32) calls a functional pattern, meaning that they were 
conducted primarily between line ministers and officials at both levels. Such 
a pattern facilitated the building of “trust networks” as officials shared 
common program objectives, common professional standards and criteria, 
and common interest group clienteles. Lubricated by the 50-cent dollars 
associated with shared cost programs, Officials at each level could form 
alliances to promote their interests, exerting leverage on their respective 
treasury boards and finance ministers. This pattern was also facilitated by 
the continuation of “ministerialism” in which individual ministers, with 
relatively independent bases of power played a primary role in party or- 
ganization and the operation of Cabinet (Smith, 1981, p. 52). Strong central 
agencies concerned with “system-wide” policy coordination had not yet 
emerged. In their respective fields ministers had considerable autonomy. 

Nor was there much interest in Ontario’s repeated calls for more 
elaborate and systematic consultative machinery. But changes were afoot. 
By 1957, R. B. Bryce, Clerk of the Privy Council, argued that the need for 
coordination was greater and the channels for doing so less adequate than 
ever before. Foreshadowing the next period, he wondered whether we 
would not soon see “intergovernmental ministers plenipotentiary” or “en- 
voys extraordinary” (IPAC, Proceedings, 1957, p. 164). Concerns about the 
implications of extensive federal-provincial cooperation for responsible 
Parliamentary government were also beginning to emerge. In a 1955 speech 
in the Commons, Conservative MP Gordon Churchill worried about the 
effect of federal-provincial conferences on the future “authority and pres- 
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tige of Parliament”, especially if they were to become vehicles for develop- 
ing policy (Hansard, 1955, p. 3647). 


Conclusions 


The extensive use of shared-cost agreements meant that the distinction 
between the jurisdictions formally assigned by the constitution was blurred. 
By incorporating fairly detailed conditions to federal grants, the federal 
government exerted considerable control over the size, scope and substance 
of policies which, in a strictly legal sense, still fell within exclusive provincial 
jurisdiction. The classical federalism of “water-tight compartments” was 
thus effectively brought to an end. A policy of “offering to subsidize what 
it cannot directly compel...[opened] to the federal government a wide road 
into positive social planning based on induced provincial consent” (in 
Lower, 1958, p. 78). 

The fiscally based approach to realizing the new political commitments 
increased the share of total government revenues passing through the hands 
of the central government and reduced provincial fiscal autonomy. If trans- 
fers are considered to be federal spending, the federal share of total expen- 
diture was about 64 percent in both 1949 and 1957. If they are considered 
to be provincial spending, the federal share was 53 percent in 1949 and 56 
percent in 1957 (Bird, 1970, p. 280). In this sense, the system was much more 
centralized than it had been in 1929. But, on the other hand, the provinces 
were responsible for the administration of the new social policies funded 
ona shared-cost basis. This meant that they grew most rapidly, both in terms 
of their share of total government expenditures and their share of all 
government employees. The share of the federal budget devoted to transfers 
to the provinces rose from 3.6 percent of total spending in 1945, to 9.4 
percent in 1955, to 18.4 percent in 1965 (Macdonald Commission, Report, 
1985, VoL.3, p. 228). 

Simple talk of centralization or decentralization is therefore fraught with 
difficulty. The most that can be said uncontroversially is that in 1947 the 
federal system was less centralized than it had been under the War Measures 
Act — in terms of the stringency of the conditions attached to Ottawa’s 
shared cost grants, the level of provincial fiscal autonomy, and the relative 
size of government bureaucracies and expenditures — and considerably 
more centralized than it would become between 1958 and 1980. 

This was an era of constrained federal-provincial conflict. Negotiations 
surrounding the fiscal arrangements of 1947, 1952 and 1957 were tough, but 
agreement was always reached in the end because — with the exception of 
Quebec — both federal and provincial governments were committed to the 
construction of the new political economy. By later standards, federal- 
provincial conferences were “decorous affairs”. The Duplessis government 
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resisted the whole trend of these developments, refusing to accede to the 
post-war extension of the tax rental agreements, and to participate in a 
number of the shared-cost programs. Yet precisely because Duplessis had 
no wish to create provincial versions of the federal programs, there was no 
attempt by Quebec to make full use of available provincial jurisdiction, 
much less to extend it. As D. V. Smiley observed, Duplessis’ attempt to resist 
the new political economy was of limited success because it was defensive; 
he “failed to use the effective range of provincial autonomy for positive 
purposes” (1970, pp. 63-64). 

The serious battles over jurisdiction — hence the renewed concern with 
constitutional amendment — would not arise until the conservative 
nationalist vision of Quebec had been reduced to minority status in the 
1960s. In the meantime, fiscal arrangements proved a flexible instrument 
for accommodating Quebec’s uniqueness. Thus, conflict between Ottawa 
and Quebec City — while the product of deep differences — did not prevent 
the effective extension of the role of the state in the rest of the country. 

Many of the participants in the much more contentious federalism of the 
1960s and 1970s would look back upon the Reconstruction decade as a 
“golden age” of Canadian federalism, characterized by low levels of conflict 
and a high degree of policy coordination under federal leadership. As they 
saw it, the flexibility which the BNA Act provided — particularly the 
availability of the federal “spending power” — permitted federalism to adapt 
successfully to the new roles required of the Canadian state. Sustained by 
the postwar “nationalization of sentiment” and by the broad consensus on 
the directions of policy, there were few impediments to acceptance of 
federal leadership outside Quebec. The major issues of the day did not 
divide the country primarily along regional lines, and the federal govern- 
ment itself maintained the historic pattern of conflict avoidance associated 
with Laurier and King. As a result, regional conflict was muted, and there 
was little debate about the fundamental character of the federal system. 

This image of reconstruction era federalism is correct as far as it goes, but 
it is incomplete — it is undeniably an Ottawa-centred and, to a lesser extent, 
an English Canadian interpretation of the major developments of these 
years. In the character of the new role of the state and the cooperative 
federalism associated with it, and in their very successes, lay the seeds of the 
much more difficult period to come. 
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Chapter 9 


The Era of Executive Federalism, 1958-73 


By 1958 some of the contradictions of the International Policy and its 
politics of economic growth were becoming apparent. Growth and as- 
sociated changes in the structure of the economy gave rise to new classes 
and collective actors and changed the goals and strategies of the older ones. 
Political values —- democracy, community and equality —- were emphasized, 
in contrast to the economic focus of the Reconstruction decade. Demands 
that these values be more fully realized threatened the post-war regional 
and class accommodations, and also fueled the Quiet Revolution in 
Quebec. 

Federal and provincial governments struggled to meet these demands by 
extending Reconstruction era commitments and expanding into new policy 
fields. Social policies expanded more rapidly than at any time before or 
since. Aggregate demand management was supplemented by the first ex- 
plicitly regional and sectoral policies. The scope of state economic regula- 
tion also expanded dramatically as new standards for occupational health 
and safety, and environmental and consumer protection were promulgated. 
Finally, governments sought to reform their own decision-making proces- 
ses to achieve not always compatible increases in government openness and 
accountability, citizen participation, policy coherence and efficiency of 
execution. 
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The expanded role of the state was evident in all industrial democracies. 
In Canada, for the reasons examined in the last chapter, this trend involved 
the rapid expansion of both federal and provincial governments and, with 
it, new problems of jurisdiction and coordination. Growing constitutional 
uncertainty and institutional complexity would have given rise to difficult 
technical problems of internal organization and inter-governmental coor- 
dination, even if the representatives of both orders of government had 
continued to agree on their political priorities and the best means of 
achieving them. But such agreement began to fragment. The movement 
from a focus on the supposedly technical problems of economic manage- 
ment to the fundamentally political problems of what ends the new 
prosperity should serve resurrected the old and difficult normative issues 
that had been set aside in the first phase of the politics of growth. The 
revitalization of popular concern with political values, what some have 
called the politicization of society, thus brought with it a renewal of deep 
political conflict. 

These conflicts carried over into federal-provincial relations, most spec- 
tacularly but by no means exclusively, in relations between Ottawa and 
Quebec City, manifested in the growth of reformist Quebec nationalism. 
For Quebec’s political elites, the fate of the francophone Quebec com- 
munity had always been a fundamental concern. It had always been recog- 
nized that the preservation of this community might require some economic 
sacrifice, such as was sustained in the Duplessis years. But now an increasing 
number of Québécois, while retaining the sense of the priority of political 
community that underpinned all Quebec nationalism, defined that com- 
munity in more secular, materialist and individualist terms, as the Tremblay 
Commission had foreseen. The new nationalists did not want to make 
economic sacrifices and they did not believe that they had to. They believed 
that the Quebec state, if run by politicians committed to modernizing the 
economy and backed by technically competant bureaucrats instead of 
patronage appointees, could effectively promote both economic growth 
and political and cultural autonomy. 

The triumph of reformist over conservative Quebec nationalism was 
gradual, but as it advanced successive Quebec governments demanded 
increasing fiscal and jurisdictional autonomy as well as constitutional 
recognition of the province’s special status. Ottawa responded by making 
significant fiscal and jurisdictional concessions, but offered them to all 
provinces in an effort to deny any recognition of special status to Quebec. 

By the late 1960s, several western provinces were also demanding 
decentralization. Again, this was primarily in response to changes in 
economic conditions and political coalitions. J. E. Hodgetts, expressing the 
surprise of those who assumed that western regionalism was a thing of the 
past, exclaimed: “Almost overnight, regionalism in Canada has become the 
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current fashion and a subject for much intellectual speculation as well as 
administrative concern” (1966, p. 3). 

Taken together, these trends led to a more decentralized federalism in 
conjunction with rapidly-expanding state activities. Edwin R. Black and 
Alan Cairns sought to capture this new dynamic with the term “province- 
building” (1965, p.35). In some respects, their analysis exaggerated the shift 
in political initiative and political power that characterized the period. But 
changes in the rhetoric and practice of intergovernmental relations certain- 
ly were occurring. Provincial governments now claimed equal status for 
themselves in negotiations with Ottawa: Dominion-Provincial meetings 
became Federal-Provincial Conferences (FPCs); Prime Minister and 
Premiers alike were called “First Ministers”. The number of regular inter- 
governmental meetings and interactions increased dramatically and efforts 
to formalize them were made. At the same time, the government actors who 
engaged in these discussions were changing. As federal and provincial 
politicians became more concerned with the way large political questions 
bore on federalism, control over particular programs shifted from the 
bureaucrats in the line departments to the offices of First Ministers and 
newly-created ministries of intergovernmental relations. 

The re-politicization of Canadian society and federal-provincial relations 
spelled the end of administrative federalism. It was replaced by the execu- 
tive federalism which prevails to this day. Political analysts of the period 
identified the changes and speculated on their implications for social 
harmony and economic efficiency. Black and Cairns argued that if the 
question of the 1940s had been whether the provinces could withstand the 
centripetal pressures of the International Policy, it was now “whether the 
federal system can successfully contain the powerful decentralizing pres- 
sures welling up from below without losing its essential character” (1965, 
p. 30). Don Smiley argued that, 


...the federal and provincial governments are now locked into a system of mutual 
interdependence in such a way that each level, in pursuing its objectives, will be 
frustrated to an intolerable degree unless some degree of intergovernmental 
collaboration is affected. 

(1970, p. 217) 


For all the foreboding that surrounded the emergence of executive 


federalism, the tenor of federal-provinical relations remained cooperative. 
Only in the next period would Smiley’s fears be borne out. 
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Federal Society 


As the international economy became more competitive and national 
economies became more dependent upon trade for their future prosperity, 
the pace and scale of social and economic change in all capitalist industrial 
democracies accelerated. These changes had important implications for the 
three traditional divisions characterizing Canadian society. Class conflict, 
reflected in the unprecedented strike levels of the late 1960s, re-surfaced. 
Issues of the appropriate role of the state in directing and facilitating the 
process of economic transformation also re-emerged as debates about the 
need for a national industrial strategy and, closely related, for the achieve- 
ment of greater independence from the United Stated, began and ended the 
period. 

The resource boom continued to fuel western economic growth based on 
the export of natural resources. But in the late 1960s actual and threatened 
declines in international commodity prices, owing to rising levels of produc- 
tion in the Third World, led to a renewed desire for the regional economic 
diversification that market forces alone did not generate. Provincial govern- 
ments rose and fell on the issue. As economies in the Atlantic provinces 
stagnated, demands for increased federal transfers and improved regional 
development policies intensified. 

International and domestic economic change also had implications for 
the politics of identity. Mobility often brought increased economic oppor- 
tunities, but it also eroded individual ties to traditional communities of 
various kinds. This process was often experienced as simultaneously liberat- 
ing and a threat to the foundations of identity and what Simone Weil (1978) 
termed “the need for roots”. One result, manifested in many western 
countries, was the emergence of subnationalist political movements 
embracing “modernity” but seeking to control its impact on traditional 
communities and their values. 

In Canada, the largest and most politically powerful instance of this 
phenomenon was the triumph of reformist nationalism in Quebec. How- 
ever, the emergence of organizations aimed at protecting and promoting 
the interests of Canada’s native people can also be understood in this way. 
A second trend was the emergence of new social movements seeking to 
redefine the foundations of individual identity — environmentalism, con- 
sumerism, feminism and other movements for personal liberation. 

The growth of the state created a large new class of state employees with 
an interest in and corresponding ideological predisposition toward the 
maintenance or expansion of government. Although white collar, they were 
not part of the private sector managerial stratum and did not share its 
suspicion of expanded social policy. The growth of the state was also 
associated with the decline of legislatures vis-a-vis the executive branch of 
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government, and reduced scope for citizen participation in the political 
process. Concern for the possibility of participatory democracy grew in this 
context. 

Economic expansion now made it plausible to claim that the resources 
existed to address these political issues (Skidelsky, in Crouch, 1979). The 
new bureaucratic class tended to support them, particularly from the late 
1960s when it was incorporated into organized labour in Canada. 
Demographic trends — the “baby boom” generation entered political life in 
the 1960s — also supported this reassessment of political priorities: the 
young, the affluent and the well-educated were more apt to place a high 
value on political participation and accountability, and their numbers were 
increasing relative to the total population (Inglehart, 1977; Arseneaullt, 
1988). 

This shift in priorities was reflected in growing demands to push the 
welfare state beyond its counter-cyclic and “safety net” functions to serve 
egalitarian ends; for increased regional redistribution; for increased regula- 
tion to control technological and environmental changes; for increased 
bureaucratic accountability to legislatures; and for increased worker par- 
ticipation. James Draper captured the spirit of the time well: “It is con- 
cerned with the development of communities and the self-growth of 
individuals within them...its worth especially lies in enhancing citizen 
dignity” (1971, Introduction). The result was the extension of the state into 
areas of social life hitherto left to private actors. 


Class and the Roles of the Canadian State 


The evolution of the Canadian state has always been shaped by the 
changing balance of class power. Only when the organized interests chal- 
lenging the status quo have been able either to gain political power or 
pressure conservative forces into reforms, has the role of the Canadian state 
been fundamentally changed. This balance of power, in turn, has been 
shaped by the changing character of the international economy, by Canada’s 
changing situation within it, and by the domestic economic and social trends 
to which these changes give rise. 

In this period, organized agriculture continued its decline as a share of 
the working population. At the same time, it became more politically 
conservative and re-aligned with the two established parties. In the 1958 
federal election many farmers deserted the CCF for John Diefenbaker’s 
Progressive Conservatives. The number of CCF seats fell from 25 to eight, 
all of them in the West. When, in the wake of that debacle, CLC and CCF 
leaders asked farm organizations in Alberta, Manitoba and Saskatchewan 
to support the formation of a new party with a stronger labour base, all 
three refused to participate (Williams, 1975, pp. 218-20). By 1964, when 
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Ross Thatcher’s Liberals formed the new government of Saskatchewan, the 
CCF had been wiped out in its last Western stronghold (Conway, 1983, pp. 
182-83). 

Organized labour also languished for most of this time, with union 
density fluctuating between 34.2 percent and 29.4 percent of non-agricul- 
tural paid workers until 1973 (Kumar, 1986, p. 109). The forces within the 
CLC favouring an explicit political role for organized labour grew steadily 
stronger and the collapse of CCF support convinced most that it was better 
to create a new party than to try to prop up the CCF. Accordingly, the New 
Democratic Party (NDP) held its founding convention in Ottawa in August 
1961. However, this advantage had been gained with important conces- 
sions. Bowing to TLC elements that continued to dislike any permanent 
party affiliation, and to public sector unions that worried about endorsing 
any party, the CLC leadership decided that affiliation by unions would be 
voluntary and would take place at the local union level, with dissenters free 
to opt out of any contribution to the NDP. Morton and Copp sum up the 
immediate consequences of this ambiguous birth: 


...the “hands off” strategy did not save the party from charges of labour domina- 
tion — fatal for potential farm and middle-class backers — while it did deny it 
effective organizational and financial backing. The former CCFers, exhausted 
and a little disillusioned with their “New Party”, were left to take up the struggle. 
The new party, in consequence, looked steadily more like the old one. In its first 
two elections, it could attract only about one union member in five and a total 
vote of between 12 percent and 13 percent (1984, pp. 243-44). 

(1984, pp. 243-44) 


The one bright spot for organized labour, though it did the NDP no good, 
was the 1960 electoral triumph of reformist nationalism in Quebec. 

Until the late 1960s, then, organized labour and the NDP were too weak 
to alter much of the political landscape, beyond pulling the two traditional 
parties slightly to the left. Probably the most important event was the 
recession Of 1957-61, the worst since the Depression. Unemployment 
reached 7.1 percent in 1961, and the rate of growth of Gross National 
Expenditure plummetted from 8.4 percent in 1956 to 2.4 percent in 1957. 
It would be almost 20 years before these unemployment figures were 
exceeded (Wolfe, 1984b, p. 51). The recession weakened confidence in the 
capacity of the government to maintain economic growth by means of the 
macro-economic instruments alone. Closely related, dramatic differences 
in the regional impact of the recession heightened the growing recognition 
that even in times of rapid national economic growth, major disparities in 
regional income and employment would remain and could only be reduced 
by more focussed regional policies. 
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Moreover, the application of the same reasoning to Canada’s location in 
an increasingly continental economy fed concerns about the consequences 
of the drift to closer integration of the Canadian with the American 
economy. The recession, after all, was largely the product of the termination 
of the Korean war and its impact on the American war economy. The 
Massey Commission forcefully expressed such concerns with respect to 
culture. But successive federal Liberal governments, like Duplessis in 
Quebec, assumed that cultural and political independence were compatible 
with, or even required, extensive foreign investment and economic control. 
Now this assumption was challenged by the report of the Gordon Commis- 
sion — the Royal Commission on Canada’s Economic Prospects (1958) — 
created by the Liberal government before Diefenbaker’s electoral victory. 
The Commission argued that lagging Canadian productivity gains in the key 
secondary manufacturing sector required more extensive government/in- 
dustry coordination, more focussed use of government purchasing policies 
and the regulation of foreign investment (Final Report, pp. 13-14, p. 250; 
cited in Pal, 1981, pp. 299-303). 

Other voices joined in. The Senate Committee on Manpower called for 
encouragement of technological innovation, increased specialization, the 
promotion of new investment and new machinery for intergovernmental 
cooperation (CAR, 1961, p. 185). The Chairman of the Canadian Tax 
Foundation called for “a national plan and national objectives” and the 
creation of a Ministry of Economic Affairs (CAR, 1961, p. 183). In- 
dustrialist E. P. Taylor argued in 1961 that “The time for longer-range 
planning or rationalization of our economic affairs is now upon us” (CAR, 
1961, p. 183). These developments stimulated considerable discussion and 
conflict within the Ottawa bureaucracy as well. Many of the policy ideas 
which became so familiar in the 1970s — controls on foreign portfolio and 
direct investment, the creation of the Canada Development Corporation, 
the institutionalization of business-government consultations on economic 
policy in key sectors, and the restructuring of domestic financial institutions 
—were first mooted in the Departments of Finance, Trade and Commerce, 
and Labour during these recession years (Pal, 1981, pp. 334-38). 

Some of the popular appeal of Diefenbaker’s “Vision of the North” 
derived from its claim to address industrial and regional problems with 
decisive state action and to reduce economic, political and military integra- 
tion with the United States (Beck, 1968). Diefenbaker’s anti-American 
rhetoric proved more powerful than his policies. ‘Trade dependence on the 
United States was not substantially reduced as he had promised, but he did 
develop a rudimentary regional policy in the National Stabilization Act of 
1958. The Conservatives also developed a National Oil Policy, announced 
in 1961, that sought to stimulate the Canadian energy industry, hard hit by 
the slump. It encouraged more exports to the United States and reserved 
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the Canadian market west of the Ottawa River for Western Canadian 
producers. 

The recession ended in 1962, again largely due to economic developments 
south of the border. From that year to the end of the period, Canada 
experienced a boom based on a rising tide of exports and a wave of new 
investment from both domestic and foreign sources. New projects and 
industries were begun: subways in Toronto and Montreal, hydro-electric 
power developments from Churchill Falls to the Columbia River, and 
potash mining in Saskatchewan. Old industries grew rapidly: grain exports 
in the prairies, oil and gas in Alberta, and a revitalized auto industry under 
the Auto Pact. Real output rose by an average of 4.6 percent per year 
between 1957 and 1966, and 5.3 percent in the following five years. Real per 
capita income rose at an average of 2.4 percent per year in the first five years 
and 3.9 percent in the second. Productivity growth was healthy, and both 
unemployment and inflation moderate. It was the longest sustained boom 
in Canadian history. 

Economic pressures to develop an alternative economic strategy to the 
Liberals’ market-led continentalism dissipated. The Ministry of Finance, 
hostile to increased state economic intervention and briefly deprived of its 
traditional ascendency in economic policy matters by Diefenbaker and the 
recession, re-established its hegemony (Pal, 1981, pp. 334-38). The Liberal 
Party, returning to power under Lester Pearson in 1963, was not keen to 
modify its traditional trade and industrial policies, and the economy oblig- 
ingly continued to grow without any apparent need for increased interven- 
tion. 

Instead, the Liberal Party of the 1960s distinguished itself from 
Diefenbaker’s Conservatives by becoming the more aggressive champion 
of social policy expansion. With restored economic growth and rapidly 
growing tax revenues, the Liberals were able to launch the largest-scale 
expansion of the welfare state in Canadian history. In 1964 Pearson’s 
government passed a Youth Allowances Act, broadening and and extending 
family allowances. The Canada and Quebec Pension Plans, dramatically 
expanding the previous old age pension scheme, were passed in 1965 and 
the Canada Assistance Plan, consolidating and increasing federal contribu- 
tions to provincial welfare and social services, followed in 1966. Under 
Pearson’s successor, Pierre Elliot Trudeau, these policies were extended: 
the Medical Care Act of 1968 created a comprehensive, publicly funded 
health care system; the revised Unemployment Insurance Act of 1971 made 
the unemployment insurance system an important instrument of regional 
redistribution — something close to a guaranteed annual income scheme. 
As the period ended, the federal and provincial governments embarked on 
a joint review of the whole field of social security and proposals for a 
guaranteed annual income were being discussed (Guest, 1980). 
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Meanwhile, organized labour was breaking new ground in Quebec. By 
the early 1960s Quebec unions were the most politicized in the country, due 
to the powerful synthesis of class and linguistic identities. The CCCL unions 
severed ties with the Catholic Church in 1960, renaming themselves the 
Confederations syndicale nationale (CSN). The leader of the CSN, Jean 
Marchand, was a close ally of Jean Lesage and the Liberal Party. He kept 
the CSN out of the CLC, thereby depriving the NDP of the financial and 
political support of almost half of the Quebec labour movement. The 
CLC-affiliated Federation des Travailleurs du Quebec (FTQ), with the same 
nominal ties to the NDP as all CLC unions, joined Marchand and the CSN 
in backing the Lesage Liberals to defeat Duplessis prior to the formation 
of the NDP, and ties remained strong until 1970 (Palmer, 1983, pp. 257-84; 
Morton, 1984, pp. 258-59). 

Together, the two federations helped to give Lesage’s government a social 
democratic cast. In the Lesage years, the left wing of the Parti liberale 
prevailed over the right in most of the major cabinet battles (Fraser, 1984, 
p. 30). All remaining private hydro-electric companies in the province were 
nationalized and consolidated into the provincial Crown corporation, 
Hydro Quebec. René Levesque, the Minister of Natural Resources, 
declared that the takeover represented a giant step towards the “emancipa- 
tion” and “democratization” of the Quebec economy (Thompson, 1984, p. 
248). “It is we alone through our state, who can become masters in our own 
house” said Levesque, invoking the slogan of the Abbé Groulx (in Cook, 
1966, p. 15). 

Over the next two years, Quebec created three more important Crown 
corporations. SIDBEC was formed to set up a fully integregrated steel 
complex near Montreal so that Quebec’s major iron ore deposits could be 
processed in the province instead of being shipped to Hamilton or the 
United States. SOQUEM was to engage in the exploration and develop- 
ment of mineral resources. The SGF was “to provide financial assistance, 
as well as managerial and technical expertise where needed, to those 
Quebec firms with modest capitalization, often family-owned, which were 
struggling for survival” (Quinn, pp. 192-94). In 1965, following creation of 
the Quebec Pension Plan (QPP), the government created the Caisse de 
dépdts et de placements du Québec, which would use the pool of capital 
deriving from the QPP to increase levels of new capital investment in 
Quebec (Thompson, 1984, p. 193). 

Lesage repaid his union allies in 1964 with legislation that granted every 
Quebec employee — including all government employees, with the excep- 
tion of policemen, firemen and a few narrowly defined categories of “essen- 
tial” workers — the right to bargain collectively and strike. Morton suggests 
that the legislation bore the imprint of Jean Marchand on one important 
point: “Civil servants could not affiliate with any organization that openly 
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backed a political party. By backing the NDP, the CLC’s affiliates were shut 
out; Marchand’s.... [CSN thus] had an inside track ona large array of public 
employees” (1984, p. 259). 

These developments had important implications for the national labour 
movement. Before the victories in Quebec, Saskatchewan had been the only 
provincial government to grant its workers the right to strike. After the 
Quebec victory of 1964, Canadian organized labour demanded the same 
collective bargaining rights for public sector workers in Ottawa and the 
other provinces. The NDP backed union demands and its share of the vote 
rose from 13.1 percent of the popular vote in 1963 to 18 percent in the 1965 
federal election (Beck, 1968, p. 371, p. 397). 

The Trudeau Liberals also responded to labour’s demands for public 
sector worker rights. In 1967, the federal government passed the Public 
Service Staff Relations Act, granting federal public sector workers the right 
to organize collectively and the option to strike, as well as extending the 
bargaining rights to several other groups not covered under the its 1948 
legislation. This was followed by major revisions to the Labour Standards 
Code in 1971 which addressed growing union concerns about technological 
change. It required, among other things, notice of layoffs and severance pay 
for employees of more than five years’ service. It also established, in 
response to the 1967 Royal Commission on the Status of Women, a more 
stringent definition of the requirement of equal pay, and made provision 
for enforcement by government supervision as opposed to individual com- 
plaint (Morton, pp. 279-80). 

More favourable labour laws were also passed at the provincial level by 
the NDP governments that came to power in Manitoba (1969), Sas- 
katchewan (1971), and British Columbia (1972). But the demonstration 
effect extended beyond these provinces. By the end of the period, only 
Alberta, Ontario, PEI and Nova Scotia still denied provincial employees 
the right to strike, and even these provinces had made important conces- 
sions. In Ontario, where the NDP formed the Official Opposition after 
1972, the Tory government passed laws recognizing workers’ right to refuse 
unsafe work, and provisions for imposing “first agreements” on recalcitrant 
employers (Panitch & Swartz, pp. 27-31; Morton, 1984, pp. 286-94). 

The unionization of the public sector gave an immense surge to the 
growth of the Canadian labour movement: the organized share of the 
Civilian labour force rose from its 1962 low point of 22.2 percent to 24.5 
percent by 1966 and 29.2 percent by 1973 (Kumar, 1985, p. 109). It also 
altered the balance of forces within the Canadian labour movment in four 
important ways. First, it increased the white collar component of the 
movement to a point of near equality with the blue collar component: by 
1975, the Canadian Union of Public Employees was the largest union in 
Canada. Moreover, it brought large numbers of women into the union 
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movement and, with them, a newset of concerns like pay equity and daycare, 
already being articulated by feminists. 

Public sector unionization also changed the balance between national 
and international unions. As late as 1965, international unions claimed 75 
percent ofall Canadian unionists and dominated the CLC. By the 1974 CLC 
Convention, the two elements were in rough balance (Morton: 1984, p. 261, 
p. 275, p. 312). The shift was important because the internationals tended 
to be more oriented to the “business unionism” of their American 
majorities, while the nationals were more receptive to “social unionism” 
and, consequently, were stronger supporters of the NDP and economic 
nationalist economic strategies (1973, pp. 188-212; Laxer, 1976, pp. 43-176, 
pp. 255-78). 

Finally, public sector unionization changed the regional concentration 
of organized labour in Canada: 


...in 1962, three provinces — Ontario, Quebec, and British Columbia — accounted 
for more than three quarters of total union membership in Canada, and union 
density by province ranged from 15 per cent in Prince Edward Island to 45 per 
cent in British Columbia. By 1981, the gap in union density had narrowed from 
30 to 18 percentage points, largely because of the spread of unionization among 
public service employees and workers in education and health. 

(Kumar, 1985, p. 116) 


In short, in the mid-1960s a process was begun which would change the 
regional strength of organized labour in Canada. Especially notable was the 
relative growth in Quebec and the Maritimes. Between 1961 and 1981 
Ontario moved from being the second most organized province (after B.C.) 
to being the second least organized (Kumar, 1985, p. 116). 

The result of these changes was a Canadian labour movement which, after 
1965, grew much more rapidly than its American counterpart. This growth 
took place in all parts of the country rather than in just a few provinces, and 
was more social democratic in orientation than it had been since the 1930s. 
The increased power and politicization of organized labour contributed to 
the greatly improved showing of the NDP in the 1972 federal election, when 
the NDP won its largest caucus to date (32 members, enough to bring down 
the Liberal minority government) enabling the NDP to extract several 
important concessions from the Liberals on social policy and economic 
nationalist issues. 

The revival of economic nationalist concerns in the late 1960s was also a 
product of American economic and military policies. As the American 
trade balance deteriorated, successive administrations developed policies 
potentially damaging to the Canadian economy. Canada was able to secure 
exemption, at a price, from the 1964-65 and the 1968 capital controls, but 
not from the provisions of the 1971 Domestic International Sales Corpora- 
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tion (DISC) program, one of the components of President Nixon’s New 
Economic Policy of that year. Speaking in Ottawa shortly after it had been 
announced, President Nixon declared that it was time “for us to recognize 
that we have very separate identities; that we have significant differences; 
and that nobody’s interests are served when these realities are obscured” 
(Martin, 1983, p. 21). Aside from economic frictions, the American political 
system, from 1968, began to look increasingly violent and repressive — the 
assassinations of Robert Kennedy and Martin Luther King, race riots in 
major cities, the Chicago Democratic Convention debacle, the escalation 
of the Vietnam war, Watergate — among other events on a list that seemed 
to go on and on. 

The combination of these economic and political developments was a 
potent one. Surveys in the 1950s had revealed that a majority of Canadians 
in all regions of the country believed that free trade with the United States 
would be beneficial. As late as 1965, 59 percent of English Canadians and 
47 percent of French Canadians favoured an economic union with the 
United States. By 1967, however, 60 percent of Canadians felt that enough 
American capital had been invested in Canada and, by 1971, less than 20 
percent of English and French Canadians continued to favour economic 
union (Manzer, 1974, pp. 170-71). 

Two major economic nationalist movements emerged in these years. The 
Committee for an Independent Canada argued, as had the Liberal govern- 
ment of Quebec since 1960, that governments must encourage the develop- 
ment of a national business class capable of displacing foreign owned 
companies in key sectors. The NDP, particularly its “Waffle” wing, argued 
that the motives and goals of Canadian capitalists were not significantly 
different from their American counterparts. Hence, more extensive state 
intervention was essential if Canadians were collectively to gain more 
control over their economic evolution and a more just distribution of 
wealth and opportunity (Kresl, 1974, pp. 4-6). But for various reasons, 
including the antipathy of the international unions that they criticized, the 
Waffle were expelled from the NDP in a bitter battle in 1972, weakening 
the pressure from the left (Morton, pp. 289-90). 

The Liberals responded to the rising tide of public opinion by initiating 
more Official inquiries. The Watkins Task Force, appointed in 1968 to 
investigate the structure of foreign investment in Canada, recommended 
the creation of a state trading agency, a national venture capital develop- 
ment corporation, and the reform of restrictive trade practices legislation 
aimed at promoting sectoral concentration. The 1970 report of the Stand- 
ing Committee for External Affairs and National Defence — the Wahn 
Report — proposed various methods to achieve its target of 51 percent 
Canadian ownership of the economy. Finally, the Gray Report of 1972 
called for the creation of an agency to monitor and regulate foreign invest- 
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ment in Canada with the aim of ensuring that such investment was, on the 
whole, beneficial to the Canadian economy (Clarkson, 1982, pp. 12-13). 

For all the research and recommendations, the party of the International 
Policy remained internally divided on economic nationalism (Wolfe, 1985) 
and preoccupied with the questions of culture, language and the constitu- 
tion. Most federal Liberal initiatives, therefore, focussed on strengthening 
Canadian cultural industries through protection and subsidies for publish- 
ing, broadcasting and film. Only two policies of this period can be described 
as serious ventures into economic nationalism: the creation in 1971 of the 
Canada Development Corporation (CDC), a venture capital holding com- 
pany, along the lines proposed by the Watkins Task Force; and the creation, 
in 1973, of the Foreign Investment Review Agency (FIRA), with a mandate 
to ensure that foreign investment and take-overs of Canadian firms resulted 
in “significant benefits” for Canada. In addition, the government did briefly 
explore the possibility of reducing dependence on the American market by 
expanding Pacific Rim and EEC markets — the so-called “Third Option”. 

The mandates of the CDC and FIRA, reluctant responses to changing 
public opinion and NDP pressure in parliament, were vague. The Third 
Option, according to Denis Stairs (in Stairs & Winham, 1985) was never 
pursued with the vigour and commitment necessary to assess its real pos- 
sibilities before it was abandoned. These half-hearted and ad hoc responses 
did not amount to a coherent strategy, and the federal Liberals were never 
committed — as they were, say, to official bilingualism — to developing such 
a strategy. Thus, there was no federal Liberal counterpart to the breakdown 
of the conservative distinction between culture and economy which 
heralded the Quebec Liberals’ Quiet Revolution in 1960, and no federal 
parallel to the integrated economic nationalism pursued by provincial 
governments in Quebec from Lesage onward. 


Region 


As we argued in Chapters 7 and 8, regional identities were not destroyed 
by the processes of modernization. But between 1958 and 1968, regional 
conflict remained low. Provincial electorates and their governments 
demanded that federal policies be made more regionally sensitive and that 
the benefits of the economic union be more fairly distributed. But after 1968 
the character of the demands issuing from the four Western provinces 
changed, as their citizens increasingly looked to their provincial govern- 
ments to promote economic diversification. Western provincial govern- 
ments responded by developing their own industrial strategies with varying 
degrees of sophistication and ambition. 

In the following section we explain the increasingly regional focus of 
economic fairness and development demands that occurred during this 
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period, setting out the federal policy response. We then ask why the form 
this regionalism took — in Western Canada as opposed to Atlantic Canada 
—was so different, particularly after 1968. 


The Growth of Regionalism and Regional Policy 


The recession that began in 1957 hit the “peripheral” regions harder than 
central Canada, suggesting that special relief measures were warranted, in 
addition to the overall effort to reflate the economy. It also pushed many 
politicians and officials to take a hard look at the ten years of experience 
that had accumulated since the new policies were put into effect. They saw 
that unemployment rates in the peripheral regions — above all, in Atlantic 
Canada — were consistently much higher than in the central region. Thus, 
success in achieving low average national unemployment might still leave 
unemployment unacceptably high in some regions. Western and Atlantic 
provincial governments brought pressure to bear on Ottawa to supplement 
its macro- economic stabilization policies with regionally-and sectorally- 
specific development policies. 

Furthermore, good data on regional per capita income differentials 
began to become available in the early 1960s. Williamson’s 1965 study 
showed that Canada had the highest level of regional inequality among the 
six most industrialized nations and that it was the only nation to show no 
significant reduction in these disparities in the postwar period (discussed 
in Mansell & Copithorne, in Norrie, 1986, pp. 2-3). A host of subsequent 
studies supported these findings, culminating in the Economic Council of 
Canada’s comprehensive study, Living Together (1977). It concluded that 
the economic advantages of the richest provinces — Ontario, Alberta and 
B.C. — had been “increasing relative to other regions for the last several 
decades... . Regional disparities in incomes and job opportunities are 
indeed substantial and remarkably persistent in spite of the amount of 
labour migration that has taken place over the years” (1977, pp. 59-60). 

In another period such inequalities might have been tolerated provided 
that all were made at least somewhat better off, but by the 1960s, as Donald 
Smiley observes, “there was developing a consensus favouring a more 
equalized range and more equalized standards of basic public services 
throughout Canada”. Large disparities were now seen as “indefensible” and 
the federal government had a responsibility to mitigate them (Smiley, 1970, 
pp. 58-59). In this political context, regional unemployment and income 
data supported demands that Ottawa develop policies to promote the 
economic growth in the worst-off provinces, with the long-term aim of 
reducing their need to rely on federal tranfers. 

This shift did not initially entail a reorientation to provincial govern- 
ments or increased federal-provincial conflict. On the contrary, 
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Diefenbaker’s 1958 electoral victory represented the high point of postwar 
support for a strong federal government in the Atlantic and Western 
provinces. Diefenbaker swept both regions, overwhelming Depression era 
third parties in the West and traditional Liberal strongholds in the Atlantic 
provinces. The Conservatives won all but one of 48 seats in the Prairies, 
receiving an unprecedented 56 percent of the region’s vote. In British 
Columbia, they received 18 of 22 seats, the remaining four going to the CCF. 
In the Atlantic provinces the Conservatives captured 25 of 33 seats with 47 
percent of the vote (Beck, 1968, pp. 326-27). 

Many of Diefenbaker’s new industrial policies — agricultural initiatives, 
the shared-cost Roads to Resources Program, federal support for railways 
to Lynn Lake in Manitoba and Pine Point in the North West Territories — 
had a regional, as well as a sectoral, focus. So did later Liberal initiatives, 
such as the Auto Pact (1965), and a wide variety of programs to assist 
manufacturing industries, the benefits of which were concentrated in On- 
tario and, to a lesser extent, Quebec. 

But the first step toward an explicitly regional component of federal 
economic policy making was the creation of the advisory Atlantic Develop- 
ment Board in 1962. Diefenbaker subsequently argued the need to extend 
such policies, on the ground that it was Ottawa’s responsibility to ensure 
“an equality of development throughout the Dominion” (cited in Lithwick, 
1986, p. 118). The goal of regional policy, in the Diefenbaker years, was 
generally assumed to be the reduction of provincial per capita income 
differentials, as opposed to economic “development” measured in terms of 
degrees of economic diversification or the size of the secondary manufac- 
turing sectors. Given the recent prosperity of the the west, this placed the 
primary emphasis on the Atlantic provinces. 

In Opposition, the federal Liberals had asserted their commitment to a 
“comprehensive” and “planned” attack on regional disparities (CAR, 1960, 
p. 4). Upon forming the government in 1963, Prime Minister Pearson 
extended the agricultural and regional policies that Diefenbaker had in- 
itiated. The Atlantic Development Board (later the Atlantic Development 
Council) was expanded. The Agricultural and Rural Development Act 
(ARDA) was enlarged and reoriented, with special emphasis on designated 
development areas. A fund for rural economic development (FRED) was 
created in 1966. Incentives for investment were provided by the Regional 
Development Incentive Act, administered by the Area Development Agen- 
cy within the Department of Industry. The Federal Business Development 
Bank also provided loans to investors in depressed regions at reduced 
interest rates. 

The Pearson government also developed a more expansive definition of 
the goals of regional policy. Henceforth it would apply to slow growth areas 
in all provinces, even those with high average levels of income and employ- 
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ment, and it would seek to address the structural causes of slow growth, as 
opposed to its income effects. This evolution was driven by at least two 
forces: intellectual logic and international markets. The burgeoning litera- 
ture on the causes of Third World “underdevelopment” had a significant 
impact on the thinking of academics, bureaucrats and politicians concerned 
with regional economic development in Canada. 

After 1967 a series of adverse international commodity market develop- 
ments reinforced intellectual trends, demonstrating how vulnerable 
western economic prosperity — with its continued reliance on a few primary 
resource exporting sectors — remained. In 1967 the International Grain 
Agreement fell apart in the face of over-supply and wheat and other grain 
prices plummetted. Realized net farm income in Saskatchewan fell from its 
1967 peak of $489 million to $202 million in 1969. The experience of the 
agricultural sector in the other two Prairie provinces was similar. As the 
potash market was largely determined by the demand for fertilizer, the 
potash boom also went bust. Prices in 1969 were half of their peak value in 
1965. Saskatchewan’s per capita income fell from 93 percent of the national 
average in 1966 to 72 percent in 1970 (Richards & Pratt, 1979, pp. 202-05). 
Then, in 1968, a major oil field was discovered at Prudhoe Bay, Alaska, 
raising doubts about the long-run security of American markets for Alberta 
oil and gas. There was a steep decline in exploration activities in Alberta, 
as drill rigs moved north in search of other northern deposits: “Alberta’s 
share of total Canadian net cash exploratory expenditures declined from a 
1966 peak of 74 percent to 54 percent in 1970” (Richards & Pratt, p. 169). 

Mounting evidence that regional disparities were intractable and the 
collapse of key primary commodity prices constituted a powerful one-two 
punch. Supplementing grain with potash or oil was now perceived as an 
inadequate base for stable economic development. Federal regional 
policies aimed at strengthening existing resource industries were likewise 
seen as insufficient. What was really required, on this analysis, was substan- 
tial economic diversification, particularly into the secondary manufacturing 
industries for which domestic demand fluctuated less than did international 
market demands for primary commodities. Pressure grew for more exten- 
sive government intervention aimed at the kind of diversification that 
market forces had not brought about. 

All three prairie provinces soon elected governments which promised to 
pursue such policies more aggressively. The Conservative government in 
Manitoba was the first to fall, in 1969, when the NDP, led by Ed Schreyer, 
secured a One-seat majority. The NDP consolidated this slim margin in the 
election of 1973. In 1971 the Liberal government in Saskatchewan was 
defeated by the NDP, now led by Alan Blakeney (Gibbins, 1980, p. 126, p. 
131). In the same year, Lougheed’s Conservatives formed the a new govern- 
ment in Alberta, securing 49 of 75 seats. Finally, in 1972, the NDP, led by 
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Dave Barrett, defeated the Social Credit government in British Columbia 
(Richards & Pratt, 1979, pp. 164-66; Conway, p. 189). 

Of the new provincial governments that took office between 1969 and 
1972, then, three were NDP. That the fourth was Conservative may seem 
anomalous, and indeed it did reflect the much stronger indigenous business 
Class associated with private oil and gas development in Alberta, but 
Lougheed’s party shared many of the NDP’s economic assumptions and 
some of its methods. From the time that Peter Lougheed took over the 
moribund Conservative party in 1965, he criticised the Social Credit 
government for its failure to channel the revenues from the petroleum 
industry into new industrial development which would sustain the provin- 
cial economy after the oil resources ran out. The Conservative victory of 
1971 was based on capturing Liberal and NDP votes: Social Credit’s share 
of the popular vote fell slightly from 45 percent in 1967 to 41 percent in 
1971, but the Conservative rise from 27 percent to 46.5 percent was primari- 
ly at the expense of the Liberal party (its share fell from 11 percent to one 
percent) and the NDP (its share fell from 16 percent to 11 percent) 
(Richards & Pratt, p. 166). The economic policies of all four governments 
exhibited broad similarities: 


Without exception, although there were clear differences between the Alberta 
Tories and the three NDP governments, the new regimes promised a bigger role 
for provincial governments in planning and pacing resource development, as well 
aS aggressive new tax and royalty schedules to increase returns to public 
treasuries. Although the NDP regimes, especially those of Blakeney and Barrett, 
promised a signficant public role in resource development through crown cor- 
porations, the Lougheed Tory government proved also to be surprisingly inter- 
ventionist. 

(Conway, 1983, p. 190) 


When Trudeau succeeded Pearson as Prime Minister in 1968 he seemed 
to be in touch with the new perspective, arguing that there was an important 
link between regional development and national unity: “If the under- 
development of the Atlantic provinces is not corrected — not by charity or 
subsidies, but by helping them become areas of economic growth — then the 
unity of the country is as surely destroyed as it would be by the French- 
English confrontation.” An essential element of the “Just Society”, 
Trudeau had argued in his 1968 campaign, “was to put each region of 
Canada in a position where it can best help itself and the country as a whole” 
(cited in Lithwick, 1986, p. 126). Trudeau launched a major policy review, 
aimed at rationalizing and coordinating the various programs which had 
grown So rapidly over the previous decade. It led to the creation of the 
Department of Regional Economic Expansion (DREE) in 1968 and the 
strategy of creating “growth poles” across the country (Lithwick, p. 127). 


Executive Federalism, 1958-73 | 171 


These initiatives were not enough to forestall a disastrous Liberal show- 
ing in the West in the 1972 election. In an effort to demonstrate greater 
sensitivity to Western interests, the Liberal minority government proposed 
a Federal-Provincial Conference on Western Economic Opportunities. 
Prime Minister Trudeau seemed to accept the basic premise of the provin- 
cial industrial strategies when he argued that Canada must move to reduce 
regional economic specialization: it must promote “balanced and diver- 
sified regional economies across our land” (Tupper, in Pratt and Stevenson, 
1981, p. 91). The economic division of labour implied by the doctrine of 
comparative advantage in a market economy — the foundation of the 
International Policy — was, apparently, being rejected by the federal govern- 
ment. But this proved to be largely rhetoric. 

A 1973 internal review identified the need for greater coordination of 
DREE activities with other government departments, the private sector 
and the provinces. It recommended that DREE be decentralized, with a 
group of regionally based assistant deputy ministers given considerable 
freedom to work out agreements with their provincial counterparts in the 
form of a “General Development Agreement” (Aucoin & Bakvis, 1984; 
Lithwick, 1986, pp. 128-31). But no new consensus emerged within the 
federal government on the appropriate model of regional economic 
development and, without it, institutional reforms remained cosmetic. 

The absence of consensus should not be surprising for fundamental issues 
of political economy and justice were at stake. Was the regional distribution 
of economic activity a function of “natural” forces — distance from markets, 
population size, resource bases and the like — or was it “unnatural” — the 
product of past and present exercises of political power such as the National 
Policy? If the former, should government simply allow the market to work 
itself out or should it intervene to induce alternative outcomes? In either 
case, should the central Canadian bias at the federal level, resulting from 
the concentration of voters in that region, be regarded as natural and 
inevitable? Surely not if that population concentration reflected a distribu- 
tion of economic activity which was itself the product of the original 
National Policy. But then how should that bias be counteracted in the 
interest of a more just distribution of national economic activity? Should 
political power be redistributed by transferring more of it to provincial 
governments or by reforming the institutions of the central government? 

Given Ottawa’s inability to take a clear line on these issues, the initiative 
for such policies fell to provincial governments which had much less dif- 
ficulty in deciding where they wanted to go. The next natural resource 
boom, led by four-fold increases in the price of oil in 1973 and parallel 
potash price increases between 1972 and 1974 (Richards & Pratt, p. 259), 
did not alter their commitment to the political and economic imperatives 
established during the earlier bust phase of the cycle. Ifanything, the boom’s 
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extraordinary character reinforced perceptions that it could not last long, 
and that every possible step must be taken to capture its windfall gains while 
they lasted and channel them into more permanent development prospects. 
AS we shall see in the next chapter, provincial attempts to do so would soon 
lead to major federal-provincial confrontations. 


Two Faces of Regionalism 


The governments of the Atlantic provinces, in contrast to their Western 
Canadian counterparts, did not develop ambitious provincial industrial 
policies and assert claims against Ottawa for the jurisdictional room to 
implement them. They continued to support the primacy of the federal 
government in regional development policy. Their demands were confined 
to increased federal expenditures and increased provincial input into the 
uses to which these funds were put. 

Three factors account for this difference in the logic of regionalism. First, 
the western resource endowment gave the provincial governments the 
wherewithal to undertake ambitious industrial policies. The Atlantic 
provinces had no equivalent, at least until the prospect of off-shore wealth 
became apparent. Second, and closely related, the rapid development of 
Western resource industries created large new industrial and tertiary sector 
management and working classes, and these became pivotal actors in the 
new political coalitions that underpinned activist provincial governments. 
The same phenomenon was occurring in central Canada, most dramatically 
in Quebec, but slow and sporadic growth in the Atlantic provinces made 
this a much less important factor. Finally, Westerners were disaffected from 
the Liberal governments which ruled in Ottawa from 1963 to 1979 and, 
hence, were more inclined to turn to their provincial governments than 
other less politically alienated Canadians. The geographic distribution of 
natural resources requires no comment here, but we need to explore the 
other two factors in more detail. 


New Provincial Class Structures | Western economic growth had led to 
the emergence of important new classes in the 1950s. These included a 
business class oriented to resource extraction and a corresponding working 
class as well as civil servants associated with the rapid growth of the state. 
There was an equally rapid growth of the private service sector associated 
with the expansion of the cities. Together with the still important agrarian 
class, these new elements constituted a much more complex society with 
the potential for new political coalitions, new governing parties and new 
collective goals at the provincial level. These configurations could give rise 
to more than one type of political coalition, as Pratt and Richards have 
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shown in their comparison of the changing bases of party support in 
Saskatchewan and Alberta in the post-war period. 

Lougheed’s Conservatives drew the core of their support from the “up- 
wardly mobile urban middle class...leading indigenous entrepeneurs, 
managers and upper-income professionals...linking private and public sec- 
tors in a quasi-corporatist alliance” created by the oil boom. The resource 
boom was smaller in Saskatchewan, and accordingly these classes were 
weaker and less politically important there. Agriculture remained a much 
larger component of the Saskatchewan economy and organized agriculture 
was still a more important political force. With the support of organized 
agriculture and the organized labour that had become an important force 
in the cities and the mining towns, the NDP were able to do without the 
support of the Saskatchewan equivalents of Lougheed’s core supporters, 
basing the party on a populist coalition and platform (Pratt & Richards, 
1979, pp. 164-67, pp. 200-02, pp. 252-55). 

The two new governments thus shared the goal of diversification. But the 
instruments that they chose to realize it were shaped by the different class 
bases upon which their electoral support rested. The Alberta Conservatives 
sought to nurture the development of an indigenous, entrepreneurial busi- 
ness class and, hence, favoured state-supported private enterprise. The 
NDP government of Saskatchewan sought instead to create an economical- 
ly skilled bureaucratic class dedicated to the public interest and capable of 
effectively managing large-scale public corporations and joint ventures. 


Western Alienation _In the first part of this period, Westerners sought 
and received increased participation in the national decision-making 
process in Ottawa. Between 1957 and 1963, the Diefenbaker governments 
marked the high water mark of this orientation. If Diefenbaker appealed 
to national rather than provincial identities in his election campaigns, he 
was nonetheless sympathetic to western concerns and made an effort to 
incorporate them more effectively into national policies. What most 
Westerners wanted was not special treatment, but rather more effective 
participation on the national stage (Gibbins, 1980, pp. 186-92). The defeat 
of the Diefenbaker government in 1963, despite sustained support on the 
Prairies, was therefore a setback, depriving the majority of its inhabitants 
of what they could regard as a strong voice in Ottawa. 

The memory of Diefenbaker’s policies, and expectations that another 
Conservative government would extend them, probably account for some 
of the continuity in prairie support for the Conservatives in this period. But 
it these were not the main reasons. The Liberal government in Ottawa was 
perceived by many Westerners as more and more preoccupied — indeed, 
driven — by its response to the new nationalism emerging in Quebec after 
1960, as manifested in the Bilingualism and Biculturalism Commission, 
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official bilingualism and the constitutional discussions. But the majority of 
Westerners did not recognize this as their agenda. They were more con- 
cerned with transforming the basic structure of the Canadian economy than 
with questions of linguistic and cultural identity which had long ago been 
resolved, on a “melting pot” model, on the Prairies (Gibbins, pp. 176-80). 

Westerners felt that the Liberal party was ignoring a region with an 
insufficient population to remove them from power in Ottawa. The circle 
was a vicious one, from a Western standpoint, because many francophones 
suspected that the federal Conservatives harboured anti-French, anti- 
Quebec views which led them consistently to reject the Conservative 
option in Quebec. The Tories were unable to improve their representation 
in that province despite sustained efforts by Robert Stanfield after 1967. 
They received 19.5 percent of the Quebec vote in 1963, 21.3 percent in 1965, 
the same in 1968, and 17 percent in 1972 (Beck, 1968). 

Liberal power depended on central Canada — winning Quebec and then 
convincing a majority of Ontario voters that the issues raised by Quebec 
were fundamental to the maintenance of national unity. The success of this 
strategy kept the Liberals in power, thereby excluding western concerns 
from substantial representation within the governing party between 1963 
and 1979. In the context of mounting conflicts of regional economic inter- 
ests, a federal government drawing the great bulk ofits support from central 
Canada was widely assumed to generate policies hostile to Western aspira- 
tions for economic diversification. 

Even if these assumptions were false, as David Smith (1981, p. 93) and 
Ken Norrie (1976), among others, have argued, their prevalence ensured 
that federal economic policy, to say nothing of official bilingualism, would 
be perceived by Westerners as the product of a process which gave insuffi- 
cient weight to their beliefs and interests. So the Western sense of aliena- 
tion from Ottawa and its policies revived following the defeat of 
Diefenbaker. This process culminated in the federal election of 1972. The 
Liberal party won a quarter of the votes in Saskatchewan and Alberta, but 
only one seat. It won 30 percent of the Manitoba votes, but only two seats. 
In 1953, by way of contrast, the Liberals had won 17 seats and received 
between 35 percent and 40 percent of the vote in these three provinces. 

Thus as regional conflict intensified, the sympathies of Prairie citizens 
were generally aligned with their provincial governments and a national 
party which appeared permanently relegated to Opposition. Their provin- 
cial governments possessed political resources and political authority; the 
federal Conservatives did not. This dynamic strengthened the sense of 
regional identification with the group and with the governments that 
claimed to defend them. Such a reinforcement of sub-national identities 
could take place, with decentralizing pressures as one of its results, even in 
the absence of dramatic conflicts of regional economic interest. But they 
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would be greatly reinforced by the battle over resource revenues after 1973. 


Language: The Dialectics of Nationalism 


The triumph of reformist Quebec nationalism occurred just as Canadian 
nationalism reached new heights in response to the changing character of 
politics in the United States and Quebec. Out of this dialectic of identities 
arose a new politics of community. We have already sketched the growth of 
Canadian economic nationalism. Here, we look first at the evolution of 
reform nationalism, including indépendentisme, among the francophones 
of Quebec. We then turn to the anglophone response to the new politics of 
Quebec, reflected in the federal government’s Official Bilingualism and 
Multiculturalism policies. 


Reformist Quebec Nationalism Ascendent 


There were many variants of reformist Quebec nationalism. On the 
political economy axis there were left and right variants. On the political 
community axis there were federalist and indépendentiste variants, 
reflected in constitutional demands and attitudes toward federal-provincial 
relations. These axes intersected, creating four distinct political pos- 
sibilities. Each of these positions was expressed by some political party in 
this period, and the changing strength of those parties, along with changes 
in their location along these two axes, allows us to track the rapid evolution 
of reformist Quebec nationalism in this period. There was a steady move- 
ment toward the left on the political economy axis and toward 
indépendentisme on the political community axis. 


The Quiet Revolution |The “Quiet Revolution” has come to mean many 
different things. For our purposes, it signifies the end of the phase of 
Quebec politics which began in the 1920s and which was dominated by 
battles between reformist and conservative Quebec nationalists. No fun- 
damental political re-alignment of this kind takes place over night. Conser- 
vative Quebec nationalism persisted, in Caouette’s Créditistes and in the 
Union nationale, for the remainder of this period, and beyond, but it was 
reduced to a minority current of provincial politics. 

That the most dramatic political indication of this re-alignment occurred 
in 1960, rather than 1964 or 1966, was almost an accident. In the last years 
before the 1960 Quebec election, the major political groups opposed to 
Duplessis — notably the reformist wing of the Catholic church, the trade 
union movement, many francophone intellectuals and professionals and 
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some elements of francophone business — had been consolidating their 
strength and moving toward a united front to defeat Duplessis. But they 
would not have had sufficient political might to defeat the UN in 1960 had 
it not been for a number of important external, and fortuitous internal, 
developments. Even so, it was a very close call (Latouche, 1986, pp. 14-20). 
However, this in no way undercuts the point that the broad movement of 
economic, social and political forces in Quebec made it highly likely, if not 
inevitable, that something along the lines of the Quiet Revolution would 
develop at some point in these years. 

In the 1950s, the reform nationalists rallied around Le Devoir, taking 
effective aim at the corrupt electoral practices and patronage of the Duples- 
sis regime. They developed a more comprehensive program of economic 
reform than their predecessors in the ALN or the Bloc Populaire, while 
maintaining a strong defence of provincial autonomy. The demographic 
and economic developments associated with industrialization or urbaniza- 
tion made it possible to link economic reforms and nationalism in a more 
powerful synthesis than ever before. Growing economic inequalities be- 
tween French and English, and cultural assimilation of French-speakers in 
Montreal, demonstrated to many francophones that Duplessis’ stand was 
as serious a threat to the future of the francophone community as federal 
centralization. This missile found its target. Despite their small numbers 
and lack of party organization, Duplessis reserved his most bitter invective 
for them (Quinn, 1979, pp. 153-57). 

Francophone businesses, concentrated in small and medium-sized firms, 
most organized on a family basis, were suffering increasingly from the influx 
of large anglo-dominated corporations and the fact that insufficient credit 
was available from the anglophone financial establishment. Many became 
convinced that they could only survive if state intervention created a more 
favourable economic and cultural environment (Coleman, 1984). 

The trade union movement was overcoming some of its deepest internal 
divisions. The national merger of the TLC and the CCL in 1956 extended 
to their branches in Quebec, which became the Federation des Travailleurs 
de Quebec (FTQ). The Catholic trade union movement had become more 
secular and more militant since the Asbestos Strike of 1949. These develop- 
ments made it easier for them to form a united front against Duplessis, 
which happened in response to the Murdochville strike of 1957. The new 
solidarity carried over into the field of politics for the first time in 1959 
(Quinn, pp. 157-60). 

The reform wing of the Catholic Church, with the support of lay Catholics 
such as Gérard Pelletier, had long been a vocal critic of the Duplessis 
regime. But by 1950, it had become influential in the Quebec Church. In 
that year, the province’s bishops issued a pastoral letter declaring that 
henceforth it was not merely a right but a duty for workers to organize 
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collectively. The bishops also supported recent demands by the CT'CC for 
worker participation in management, profits and ownership of industry. 
Finally, they acknowledged that industrialization was a permanent feature 
of Quebec society, abandoning previous efforts to maintain a predominant- 
ly agrarian form of society and economy. A powerful support for Duplessis’ 
anti-modernizing, anti-union nationalism had been removed (Quinn, pp. 
160-67). 

As the strength and unity of the groups opposed to Duplessis’ policies 
grew, the Liberal party was recovering from the disaster of the 1948 elec- 
tion. In 1952 it won 46 percent of the vote (though only about one quarter 
of the seats). As its platform developed ina more reformist and autonomist 
direction, it succeeded in garnering more of the opposition support. The 
1956 provincial election was a slight setback — Liberal support fell to 44 
percent of the vote and less than a fifth of the seats — but the party was 
making progress in the rural ridings, essential to success, given the skewed 
distribution of seats (Quinn, pp. 171-74). 

In 1958, federal party politics intruded in an extraordinary way. For the 
first time since 1887, the federal Conservatives defeated the Liberals in 
Quebec, winning 49.6 percent of the vote and 50 seats to the Liberals’ 45.7 
percent and 25 seats (See, 1986, p. 88). This enabled Diefenbaker to form 
a majority government in Ottawa. The Duplessis machine had worked hard 
to bring about that victory, though neither leader embraced the other 
(Beck, 1968, pp. 321-55). Its connections with the federal Tories deprived 
Duplessis of the arguments that he had used to good effect in 1944 (that 
the provincial Liberal Party was subservient to federal Liberal government 
interests) but no-one made much of this at the time. Federal-provincial 
relations had greatly improved with the signing of the 1957 fiscal agree- 
ments (Latouche, 1986, pp. 14-18). More important, the Liberal defeat in 
Ottawa brought many able politicians into the provincial Liberal Party. One 
of them, Jean Lesage, the Minister of Northern Affairs and National 
Resources under St. Laurent, became the new leader in 1958 (Quinn, pp. 
174-80). 

Lesage extended the directions in which Lapalme had moved the party 
since 1950. During the 1960 election, the Liberals campaigned on the 
Programme of the Quebec Liberal Party, a document of 54 articles and 
more than 200 specific proposals, calling for a sweeping modernization of 
Quebec society and its relations with English Canada (Thompson, 1984, p. 
84). There were proposals to develop a hospital insurance plan that would 
provide Quebecers with the same coverage as the 1957 federal plan, an 
extensive program of educational reform, increased benefits for the blind, 
the disabled and the aged, and reform of industrial relations. The apparatus 
of government was also to be modernized by the creation of new Depart- 
ments of Cultural Affairs, Natural Resources and Federal-Provincial Rela- 
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tions, creation of an Economic Planning and Development Council, and 
civil service reform (Quinn, pp. 180-81; Coleman, pp. 94-99). 

Duplessis died in September 1959. His successor, Paul Sauvé, sought to 
undercut reformist support for the Liberals by moving the UN in the same 
direction, promising “un revolution des cent jours”. But he died only three 
months later, leaving no clear leader less than six months before the 
provincial election. Having lost two leaders in less than a year, and with no 
clear successor to Sauvé, the UN went into the June 1960 election in a 
shambles. ‘The outcome of the closest Quebec election in post-war history 
was victory for Lesage. The Liberals took 51 seats with 51 percent of the 
popular vote, to the UN’s 43 seats and 47 percent of the vote (Latouche, 
1986, p. 19; Quinn, p. 182). 

Lesage’s victory brought to power a government that fundamentally 
rejected Duplessis’ attitude toward the state. As Lesage himself put it, “the 
only power at our disposal is the state of Quebec... . If we refuse to use our 
state, we would deprive ourselves of what is perhaps our only means of 
survival and development in North America.” (in See, 1986, p. 139). The 
Liberals introduced legislation expanding Hydro Quebec and creating 
other Crown corporations in key sectors of the provincial economy. New 
social policies, including comprehensive hospital insurance and a universal 
pension plan, were created. New laws sought to secularize higher education, 
improve its quality and increase its accessibility to students from low 
income families. The civil service was reformed — making merit a more 
important criterion for promotion by revitalizing the Civil Service Com- 
mission — to render it capable of effectively peforming all of these new tasks. 
Finally, electoral campaign financing laws were introduced, the electoral 
map was redrawn to reduce (but not eliminate) over-representation of the 
rural population, and the voting age was reduced from 21 to 18 (Quinn, pp. 
190-95; Thompson, 1984, p. 193, p. 248; See, 1986, pp. 139-41). 

In the course of the 1960s, Quebec politics polarized around the issue of 
Quebec’s status within the federation — between 1962 and 1973 popular 
support for Quebec independence rose from eight percent to 17 percent 
(Hamilton & Pinard, 1982, p. 209) — and the best strategy for Quebec’s 
economic development. Among the federalists, the conservative forces 
defeated in the 1960 election re-grouped around Daniel Johnson, the new 
leader of the Union nationale at the provincial level, and Réal Caouette’s 
Créditistes at the federal level (see Stein, 1973). The federalist left found 
its home in Lesage’s Liberals. 

The first organized expression of indépendentiste ideas was the left-wing 
Rassemblement pour lindépendence nationale (RIN), formed in 1960 by 
a small group of intellectuals. In 1964 the Ralliement national (RN) broke 
away from the RIN, retaining its commitment to independence but decrying 
its left-wing political orientation. In the provincial election of 1966, the first 
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real measure of their electoral strength, the RIN captured 5.6 percent of 
the popular vote while the RN gained 3.2 percent, although neither party 
won any seats (Quinn, pp. 243-44). 

These defections helped to undermine the Liberal government (See, 
1986, p. 144). An astute UN strategy of focussing on the rural vote, still 
electorally over-represented, did the rest. Johnson’s party won 56 seats with 
only 40.9 percent of the vote; the Parti liberale, with 47.2 percent, retained 
only 50 seats (Quinn, pp. 222-23). Despite his appeal to traditional values, 
Johnson made no effort to rein in the growth of the Quebec state. On the 
contrary, the UN extended SIDBEC, authorized Hydro Quebec to embark 
on the enormous Churchill Falls project, and created two new Crown 
corporations to undertake exploration for oil and gas (SOQUIP) and to 
conserve and develop forest resources (REXFOR) (Quinn, 1979, pp. 231- 
32); 

Instead, Johnson sought to distinguish the UN from the Liberals on the 
political community axis. The year before the election Johnson had pub- 
lished Egalité ou Indépendence, in which he posed the alternatives for 
Quebec’s future as the complete re-writing of the Canadian constitution — 
based on the assumption that the Quebec and federal governments had 
equal status as the representatives of the two founding peoples of Canada 
— or political independence for Quebec: “Si la sécession devenait pour les 
Canadiens francais le seul moyen de rester eux-mémes, de rester francais, 
alors ce ne serait pas seulement leur droit, ce serait méme leur devoir d’étre 
séparatistes” (cited in Quinn, p. 212). 

The rise of these indépendentiste parties, combined with electoral defeat, 
precipitated a crisis within the provincial Liberal party. The former Mini- 
ster of Natural Resources, René Levesque, sought to convince the Liberals 
that the party should adopt the goal of political independence for Quebec, 
coupled with the negotiation of a new form of economic association. When 
the 1967 Party convention rejected this proposal, Levesque withdrew and 
formed the Mouvement souverainété-association (MSA). By 1968 he had 
persuaded the RIN and the RN to join with the MSA to form the Parti 
québécois (PQ) (Quinn, pp. 243-49). The PQ, like the MSA before it, was 
primarily a party of young, of students and intellectuals, of professionals 
and white collar workers. The support of organized labour would only come 
later (See, 1986, pp. 144-45). 

These developments spurred Premier Johnson’s drive for what he termed 
“vastly increased powers for Quebec under a completely new constitution”, 
and “the establishment of some form of international status for Quebec, 
particularly among the French-speaking community of nations” (Quinn, p. 
233). But an aggressive stand on federalism was not sufficient to prevent 
the UN from being outflanked, and ultimately destroyed, on the issue of 
language. Premier Johnson died in September 1968. His successor, Jean- 
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Jacques Bertrand, was immediately faced with a crisis. The St. Leonard 
Catholic Schoo] Commission decreed, against strong parental protest and 
the English-language press, that Italian immigrants must send their 
children to French schools. Both sides in the dispute demanded that the 
government take action, either to apply the policies to all immigrants or to 
Strike it down, but the UN was deeply divided. After much hesitation, 
Bertrand decided that he must support the freedom of choice of the 
immigrants and seek compromise between the two camps. The result was 
Bill 63 which, owing to abstentions and defections from his own party, was 
only passed with the support of the Liberals. It was a courageous decision, 
but it weakened the claim of the UN claim to be the pre-eminent nationalist 
party (Quinn, pp. 254-56). 

The Parti libérale, now under the leadership of Robert Bourassa, sought 
to defuse nationalist criticism of its support for the Bill by focussing 
attention on economic problems. The only way of expanding growth and 
employment, Bourassa argued, was to rely more on foreign investment and 
private sector initiative. To nationalist arguments that increased integra- 
tion was the major source of the current economic woes and, hence, that 
increased political autonomy was essential to their solution, Bourassa 
responded by reasserting the traditional distinction between culture and 
economy. The appropriate strategy was “souverainété culturelle” combined 
with economic integration. Bourassa even followed Johnson and Bertrand 
in declaring that his party’s support for federalism depended on its 
economic benefits, “le fédéralisme rentable” (Quinn, pp. 258-59). 

That the chief “federalist” party in Quebec— the nominal ally of a federal 
Liberal government headed by a French Canadian — should take such a 
position suggested how tenuous Quebec’s commitment to federalism had 
become: contingent federalism was judged to be the minimum concession 
that might retain sufficient popular support, given the growth of 
indépendentiste sentiments. Thus, by 1970 the Liberals were roughly on a 
par with the UN on internal linguistic questions (Bill 63) and on federalism, 
but added to this a strong pro-business strain in contrast to the UN’s 
continued populism. The Parti québécois now embraced the left and right 
wings of the indépendentiste movement. The UN was thus located in the 
centre on both the nationalist and the class axes of the political field. 

In the 1970 provincial election, support for the UN plummetted to 19.6 
percent of the popular vote and 17 seats. The PQ outstripped the UN in 
popular support with 23 percent of the vote, although it received only seven 
seats, all but one in the working class east end of Montreal. Support for the 
Parti libérale actually declined marginally to 45.4 percent, but vote-splitting 
by the other two parties helped to translate that plurality into 72 seats 
(Quinn, p. 265). The Liberal victory over the PQ was closer than these 
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figures suggest in one important respect: they had won 20 of their 72 seats 
only on the strength of anglophone votes (See, 1986, p. 146). 

The electoral collapse of the UN encouraged an exodus of economic 
conservatives to the Liberal Party, further strengthening the re- orientation 
on this axis that Bourassa had initiated. It was completed when the FLQ 
crisis of October 1970 brought about a dramatic decline in PQ support — 
party membership fell from 80,000 to 30,000 between 1970 and 1971 — and 
sent the PQ leadership scrambling for support from organized labour. The 
PQ got that support in the spring of 1971, when the FTQ joined with the 
CSN and the Corporation des Enseignants de Québec (CEQ) to establish 
a common front for an independent, socialist Quebec (See, 1986, pp. 
146-47). In 1972, the common front, on behalf of 200,000 Quebec state 
employees, sought without success to negotiate new contracts. The result 
was the biggest strike in Canada’s history, beginning on April 11. Ten days 
later, Bourassa pushed back-to-work legislation through the National As- 
sembly. When the unions refused to terminate the strike, their leaders were 
jailed. The divorce of the unions from the Liberals (with the exception of 
40,000 members who broke away from the CSN in the aftermath of the 
general strike) and their attachment to the PQ, was thus cemented (Morton, 
1984, pp. 282-86). 

Reformist Quebec nationalism, having vanquished its conservative op- 
ponent, was now thoroughly polarized on both the economic and the 
community axes, between two parties. This process was completed in the 
provincial election of October 1973, when the Liberals were returned to 
office and the UN was wiped out, failing to win a single seat. The PQ, with 
30 percent of the vote, became the Official Opposition in the National 
Assembly, despite the fact that the vagaries of the electoral system reduced 
its contingent to a mere six seats. The politics of Quebec, and Canada, had 
entered a new era. 


The Roots of Indépendentisme Just as the religion-based, normative 
differences that traditionally separated English and French Canadians sank 
into relative insignificance, federal-provincial tensions intensified and a 
large-scale, popularly-based Quebec separatist movement arose for the first 
time in Canadian history. How can this paradox be explained? What ex- 
plains the growth and timing of indépendentiste ideas and sentiments? 
Both of the parties that emerged from the political struggles of this period 
had answers to these questions, and it is useful to begin with them. 
Indépendentistes, exemplified by Claude Morin (1972), argued that in- 
creased public support for them sprang from growing frustration with the 
limits that federalism placed on the capacity of the Quebec state to realize 
the economic and cultural aspirations of its people. Federalists, such as 
Albert Breton (1964), understood indépendentisme as the logical extension 
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of reformist Quebec nationalism and characterized the latter as the ideol- 
ogy ofa “new middle class”. Independence was expected to give the Quebec 
state maximum latitude to create new, highly-paid positions for this class 
within the state apparatus and, through language laws that would give 
French speakers a competitive advantage, in the private sector as well. 

Both explanations suffer from obvious problems. If, as Morin suggested, 
indépendentisme arose out of frustrations with the federal constitution, 
why did it grow most rapidly in the 1960s when the Quebec state was rapidly 
expanding without constitutional impediments and Ottawa was making 
major concessions to provincial management and modification of existing 
and new federal programs? Conversely, why did support for independence 
level out from about the end of this period and fail to rise further as 
federal-provincial conflict escalated in the 1970s? Moreover, if it was a 
response to frustrations felt by all Quebec francophones, why did it fail to 
rise above 20 percent at any time (Hamilton & Pinard, 1982), even with the 
encouragement of the Quebec state after 1976? If, on the other hand, 
indépendentisme was a phenomenon confined to a section of the new 
middle class (as Breton and others suggested), then how could it exist before 
that very class was created by the Lesage state? Moreover, even after 1960, 
indépendentisme was endorsed by significant elements of other classes. 
This became impossible to ignore after the labour movement endorsed the 
PQ and sovereignty-association in 1971. But the federalist account provides 
no explanation of the nature of the attraction for those who were not 
members of the new middle class. 

To fill in the explanatory gaps left by each account, we must recognize 
that there were at least three elements to what we have so far been content 
to call “reformist Quebec nationalism”. Each implied different state 
policies and, at different points, these policies received more-or-less broad- 
ly-based support within Quebec society. Changes in the level and support 
bases for each element help to explain changes in the overall level of 
Support for various versions of Quebec nationalism, including 
indépendentisme. 

The first element was the demand for equality of economic opportunity 
for francophones. This, aside from the preservation of the language, was 
the function of the language laws, beginning with the Liberals’ Bill 22 in 
1974. These laws benefitted all francophones who competed with 
anglophones for jobs, and these jobs were concentrated in the cities, 
particularly among the better educated. Precisely because of its widely 
diffused benefits, no political party could attack such legislation with 
impunity, and none did after Bill 63 and the destruction of the UN. The new 
state enterprises also benefitted at least some members of all classes in their 
initial phase. Later, the new francophone business class that they helped to 
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create demanded a halt to state expansion through Bourassa’s 
reconstructed Liberal Party. 

The second element was the demand for equal respect to be shown by 
English toward French Canadians. This demand resonated for all fran- 
cophones, regardless of class, as long as they were discriminated against by 
virtue of their status as francophones. One result was the demand for 
constitutional recognition of the equal status of the two founding peoples 
— what in English Canada was known as “special status” for Quebec. 

The third element was the demand that the Quebec state be allowed to 
function unimpeded by any federal entanglements as the instrument for the 
construction of a Quebec society that would be as different from contem- 
porary English Canadian society as Duplessis’ Quebec had been. This was 
a smaller group in 1970 than it had been in 1960, and it would be smaller 
still by 1983 as various elements, beginning with the new business class, 
reached what they considered the desirable limits of Quebec government 
activity before they reached the limits of its constitutional power. By the 
end of our period, only one element of the new middle classes — the state 
elites — and one element of the working classes — that committed to moving 
beyond capitalism — could plausibly argue that an escape from federalism 
was essential to the realization of their vision of the good society. 

It became increasingly clear that the first and second demands could be 
realized within the federation. The first, especially provincial language and 
education legislation, would have to be protected from constitutional 
reforms that might undermine them; and the second would require a 
constitutional reform by its very nature. But the prospects of attaining both 
of these goals within the federation came to seem increasingly realistic. The 
third goal could not be achieved within the federation, by definition — this 
was the continuing heart of the indépendentiste drive — but given how much 
had been achieved within the federal context, the numbers adhering to that 
vision did not grow much after 1973. In short, as long as independence 
seemed to be required in order to realize all these goals, they could be united 
to create a movement with a very broad base and great moral power. But as 
the first two goals began to be realized within confederation, they separated 
and the movement weakened. 

If an analysis of the character of modern Quebec nationalism in terms of 
these three basic demands clears up some problems, it does not explain why 
those demands arose when they did. After all, inequalities of economic 
opportunity, the lack of respect for francophones by anglophones, and the 
desire for a more just, non-capitalist social order all predated the 1960s. We 
have already traced the gradual reorientation of the key groups that forged 
the original anti-Duplessis coalition — the growing strength of the reform 
wing of the church, the radicalization of the trade unions, and so on. But 
that only pushes the question of timing one step back. Why were these 
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groups changing as they did? The answer must lie in the basic societal trends 
that changed the experiences and ideas of the individuals that constituted 
them — urbanization, secularization and assimilation. 

Urbanization facilitated the formation of an organized francophone 
working class capable of mobilizing to challenge its economic subordina- 
tion. Industrial workers could act collectively much more easily than small 
scale farmers, as the relative political insignificance of the Quebec farm 
movement in these years attests. The proximity of urban life, combined with 
improved communications, increased awareness of difference and of ine- 
quality. It was much easier for larger numbers of francophones actually to 
“see how the other half lives” in Montreal. Research on the regional 
distribution of support for unilingualist and separatist policies found both 
to be highest in cities where much of the population is bilingual (See, 1986, 
p- 150). 

Urbanization also encouraged secularization, for the Catholic Church 
had always been much stronger in the rural areas than in urban areas. 
Secularization meant that the basis of self-esteem for a growing number of 
francophones was no longer their status as an island of Catholic faith in a 
sea of Anglo-Saxon protestantism and materialism, the vision articulated 
by l Abbé Groulx. Now their capacity to control their own lives, individually 
and collectively, and to realize their this-worldly aims (Secular power) 
increasingly became the principal basis of self-esteem. The normative 
transformation of Quebec society meant that English and French 
Canadians were now competing on the same terrain for the same rewards. 

As long as these rewards were denied to francophones, not on the basis 
of claims about individual merit but by virtue of their status qua fran- 
cophones, the pursuit of secular goods and power could only be effectively 
pursued by organizing and acting collectively, by overcoming their own 
doubts about their worth and then forcing “the other” (English Canada) to 
acknowledge their equality. This was the essence of reformist Quebec 
nationalism — a celebration of the virtues of being a French speaker and a 
demand for equal status — and this was why it resonated so powerfully for 
the great majority of the population, not merely a few elites. 

Secularization had another powerful and somewhat paradoxical effect on 
francophones. On the one hand, the erosion of the power of the Catholic 
Church was often seen as a liberation. But on the other hand, a French 
Canadian identity rooted in language alone was less substantial and clearly 
defined than it had hitherto been. One could be a French speaker and 
almost anything else as well — language per se provided no sign posts to the 
good life or the good society. Moreover, a language-based identity was more 
vulnerable to the demographic forces that threatened to push the fran- 
cophone population below the “critical mass” essential to the maintenance 
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of a living language than a religion-based identity (Coleman, pp. 130-35, 
pp. 180-89). 

Studies began to appear predicting that if existing trends continued 
unabated, French would cease to be a living language in Quebec. Henripin’s 
famous 1962 study of trends in Montreal found that a growing portion of 
the total francophone population was living in that city. The fate of the 
French language, then, increasingly hinged on what happened in Montreal. 
But the growing numbers of non-French-speaking immigrants entering 
Quebec, most of whom settled in Montreal, usually chose to have their 
children educated in English. Hence the importance of Bill 63 and sub- 
sequent education legislation. Moreover, the traditionally high birth rate 
of the French Canadians had fallen precipitously, becoming the lowest in 
Canada by the late 1960s (See, 1986, pp. 142-43). Extrapolating these 
trends, francophones would cease to be the majority in Montreal within two 
decades, and this would hasten the process of assimilation in the province 
as a whole (Hamilton & Pinard, 1982, p. 206). It was necessary to act at 
once, before these trends became irreversible. 

Thus, urbanization and secularization made it impossible to continue to 
think of culture and economy as essentially distinct spheres of life. The 
economy had to be made primarily French-speaking if francophones were 
going to move out of the occupational ghettos to which they had hitherto 
been confined without stepping into the “melting pot” in the process. And 
francophones had to move out of those ghettos and into an expanding, 
modernizing Quebec economy if they were to fulfill their new ambitions. 
The result was the new kind of Quebec nationalism, espoused by key 
collective actors and successive Quebec governments. 


English Canadians Face Quebec 


Developments in Quebec challenged the English Canadian conception 
of national identity which had evolved since the Second World War. Most 
English Canadian commentators greeted the end of the Duplessis era and 
the election of the Lesage government with enthusiasm. As they viewed it, 
Quebec was about to throw off the shackles of tradition and join “modern 
Canada”. Past conflicts were assumed to be the result of divergent tradi- 
tions, so it was expected that that the country would enter a new era of 
French-English harmony (Behiels, 1984, p. 4). Only gradually did English 
Canadians recognize the very different significance of the Quiet Revolu- 
tion. A modernized Quebec would, indeed, be more like English Canada in 
important respects. But this meant that now French and English Canadians 
would increasingly want, and compete for, the same things: cultural and 
linguistic pre-eminence (or, at least, equality), political authority, and 
economic status and wealth. 
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Change in Quebec threatened some of the fundamental assumptions 
upon which postwar Canada had been built, both at the level of the majority 
conception of the national purpose and identity, and at the level of the new 
economic and federal orders which in part embodied it. In constructing the 
post-war order, Pierre Trudeau observed, English Canada had “calmly 
assumed away the existence of one-third of the nation” and the initial 
success of that order was possible only because of “Quebec’s inability to do 
anything about it” (in Crepeau & Macpherson, 1965, p. 32). D. V. Smiley 
agreed, arguing that nationalism could no longer serve as the cement of 
national unity; any new national policy now must involve the “dominant 
men and movements in Quebec in the most positive and fundamental way” 
(in Russell, 1965, p. 108). 

Changes in the ways that anglophones and francophones viewed them- 
selves, hence one another, hence the Canadian nation they shared, were not 
new. The old options articulated by Cartier and Bourassa against Tardivel 
and l’Abbé Groulx, remained the central ones: integration or disengage- 
ment. Either Canadians could strive to create a nation in which everyone 
would be bicultural and bilingual, or they could recognize that for the 
forseeable future two distinct peoples would remain harnessed together 
within the same nation, and strive to adapt the federal system to permit 
maximum room for each to live without getting in the other’s way. 

We have seen the growing popular support among Quebec francophones 
for the disengagement option, manifested in the growing provincialism of 
successive Quebec governments and the growth of grass roots support for 
indépendentiste parties. But francophones in Quebec remained divided. 
The end of the period under consideration saw them sending strong in- 
tegrationists such as Pierre Trudeau to Ottawa, and electing a Liberal 
provincial government that attempted to reduce the political salience of 
Quebec nationalism by claiming that it had little place in economic, as 
opposed to cultural, matters. 

English Canada was similarly divided, particularly between those who 
were of British and non-British origins, a factor that varied with regional 
settlement patterns. Electoral results in Quebec helped us to read develop- 
ments among the francophone majority. The same approach reveals the 
oscillations of the anglophone majority between the two models, and the 
regional differences that partially determined those oscillations. 

Diefenbaker, despite the strong Quebec support which he received in the 
1958 election, had little understanding of, and less sympathy for, the dis- 
engagement option. There was no strong Quebec leadership in his Conser- 
vative Party and many of the new Tory MPs from Quebec had little in 
common with Diefenbaker’s views (Cook, 1966, pp. 8-9). His opponents 
alleged that the Conservative electoral strategy was to “write-off’ Quebec, 
concentrating on building a majority in the rest of Canada. Diefenbaker 
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made a number of financial concessions to the provinces. But his commit- 
ment to an “unhyphenated Canadianism” and his love of the British con- 
nection left him unsympathetic to the developing ideas in Quebec. When 
André Laurendeau, editor of Le Devoir, proposed a full-scale national 
enquiry into the relations between French and English, Diefenbaker was 
not interested. 

Lester Pearson, who succeeded him in 1963, was open to limited dis- 
engagement. The 1963 Liberal election platform emphasized respect for 
provincial jurisdiction and the strengthening of equalization and fiscal 
decentralization in the form of increased fiscal tranfers and the introduc- 
tion of provisions to allow provinces to “opt out” of certain federal 
programs. In adopting this line, Pearson partially accepted some of the 
premises of Quebec nationalism — that Quebec is a distinct society, a 
“nation” at least in the sociological sense of the term; that the essence of 
Canada was that it was a partnership between “two founding peoples”, and 
that Quebec, as one geographic and political “home” of one of these 
peoples, has a special status within the federation which ought to be 
recognized. In the course of the 1963 election campaign, Pearson declared: 


It is now clear to all of us, I think, that French speaking Canadians are determined 
to become directors of their economic and cultural destiny in their own changed 
and changing society...they also ask for equal and full opportunity to participate 
in all federal government services, in which their own language will be fully 
recognized... . [The federal government must recognize] the greatest possible 
constitutional decentralization and...special recognition of the French fact and 
the rights of French-speaking Canadians in Confederation. 

(in Bothwell, et.al, 1981, p. 289) 


In office, Pearson’s Liberals responded to the challenge from Quebec by 
expanding francophone participation in the public service, enhancing the 
federal capacity to provide French-language services, and promoting bilin- 
gualism in public services across the country. Also, in the tradition of Henri 
Bourassa, they sought to create and sustain national symbols and a national 
identity which was unifying rather than divisive. This was the motive behind 
the decision to adopt a new Canadian flag. Ironically, a change aimed at 
reducing symbols of historic divisions proved, in the short run, a new focal 
point for that old controversy. 

By the mid-1960s, however, the federal government was becoming un- 
happy with the results of efforts to accomodate Quebec nationalism 
(Simeon, 1972, pp. 66-68). In 1965, Pierre Trudeau, Jean Marchand and 
Gérard Pelletier (former publisher of Quebec’s largest newspaper, La 
Presse), came to Ottawa to steer the federal government onto an unam- 
biguously integrationist course. Explaining their decision to enter federal 
politics, the three wrote: 
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...the objective situation has changed: Quebec has become strong and the central 
power has become weak. The Quebecers more and more turned towards the 
provincial sphere, and it is this sphere which attracts the most dynamic politicians 
and the competant bureaucrats. The Quebecers continue to be governed by 
Ottawa, they still pay it half their taxes, but they are less and less present there, 
intellectually, psychologically, and even physically. 

(Simeon, 1972, pp. 171-72, n. 22) 


They found the Pearson government receptive to their diagnosis and 
prescriptions. Trudeau quickly became Parliamentary Secretary to the 
Prime Minister, and then Minister of Justice. From this time forward, the 
federal Liberals took the view that disengagement would reduce the links 
between Quebec citizens and their national government, while strengthen- 
ing those between citizens and the Quebec government. The legitimacy of 
the federal government in Quebec, and ultimately the legitimacy of the 
Canadian nation itself, would be called into question. The role of Quebec 
MPs in Ottawa would become increasingly anomalous as they voted on 
federal programs which would not affect their own electorates. On this 
logic, further concessions would lead inevitably to special status and, from 
there, to associate statehood and independence. 

Henceforth, the federal government would resist concessions to Quebec’s 
search for greater authority and, particularly, any formal recognition of 
special status. It was time to draw the line against “creeping separatism” 
(Burns, 1967). Quebec nationalism could be defused only by making sure 
that, as Trudeau put it, Quebec is “not a ghetto for French-Canadians, that 
all of Canada is theirs”. The federal government must say to the Québécois: 
“No, not only the Quebec government can speak for you; on the contrary 
only the Ottawa government can give the French-Canadians their due 
across the country” (CAR, 1968, p. 71). It was clear that, to accomplish this, 
Canada’s bilingualism must be given more recognition in the symbols of the 
country; minority language services must be provided across Canada; the 
public service must become a truly bilingual institution, able to serve 
francophones in their own language and to represent them fully, especially 
at the higher levels. Further, the federal government must become a more 
active presence in Quebec, through regional development and other 
programs. All of this implied major changes in anglophone attitudes to 
francophones, and in the national institutions affecting both. 

If the integrationists had won out within the Liberal Party by 1968, this 
was not true of the other two major federal parties. Robert Stanfield, 
Progressive Conservative leader since 1967, succeeded against considerable 
Opposition in opening his party to the new Quebec. At a party conference 
in Montmorency, Quebec, the Conservatives adopted the concept of “two 
founding peoples/deux nations”, an ambiguious formula which allowed 
Pierre Trudeau to hang the label “two nations” on Stanfield, despite his 
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dislike of “special status” (Beck, 1968, pp. 408-09; CAR, 1968, pp. 37-38). 
The New Democratic Party did advocate special status, arguing that, as the 
“centre of the French-speaking community in Quebec” the province re- 
quired powers to deal with matters which “affect the community”. This 
departure from the NDP’s historic centralism sprang from several sources. 
Its leadership was concerned about the “poisonous antagonisms” being 
created by official bilingualism, particularly in the West, from which the 
NDP drew much of its strength. Tommy Douglas, the NDP leader and 
former Saskatchewan Premier, accused Trudeau of having “divided this 
country as it has never been divided before” in the pursuit of a strategy with 
little long run hope of success (CAR, 1968, p. 61). The NDP also argued 
that the kind of federal government activism it sought would not be possible 
unless Quebec were permitted to exempt itself, at least to some degree, from 
such initiatives. By recognizing special status, they argued, “Canadians 
elsewhere can seek action in these fields without creating misunderstand- 
ings, frustrations and intolerable strains to our federation” (CAR, 1968, p. 
a5). 

In the 1968 election, Trudeau attacked these alternative visions of the 
appropriate response to Quebec head on, arguing that they represented a 
sell-out to the nationalists. His success in that election, particularly in 
Quebec where he gained 53.6 percent of the vote (Beck, pp. 418-19), 
virtually ruled out further political exploration of the special status concept. 
Increasingly the alternatives were posed in the terms that Levesque and 
Trudeau saw them: full sovereignty for Quebec versus full integration on 
the bilingual model. 

English Canadians were as divided in their reaction to “official bilin- 
gualism” as the major national parties. The distinction between those who 
were and were not of British origin was particularly important on this issue. 
If the Red Ensign had symbolically excluded the francophone third of the 
Canadian population from membership in the national political com- 
munity, the language of dualism, with its emphasis on equal partnership 
between the “two founding peoples” excluded the one-third of the 
Canadian population who were neither British nor French in origin. Were 
there not, they asked, many founding peoples? Did not singling out two for 
special status relegate the rest to an inferior status? 

The federal government responded to these challenges by distinguishing 
language from culture. As one federal cabinet minister, John Roberts, put 
the matter in the late 1960s, “What we stand for is one country, two 
languages, and a plurality of cultures”. Thus, the struggle to formulate a 
conception of the national community capable of undermining the appeal 
of the Quebec autonomists led to the federal embrace of “multicul- 
turalism”. A Ministry of State for Multiculturalism was created in 1972. 
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In this way, Quebec’s struggle to redefine its notion of political and 
cultural community created strong pressures to do the same, not only at the 
level of the nation called Canada, but also at the level of the many ethnic 
groups which collectively comprised the nation. This encouraged the rise 
of native people and other ethnic minorities to hitherto unprecedented 
levels of political activism. 


Federal State 


The structural and normative changes discussed above combined to 
generate powerful pressures for a renewed round of state expansion. Many 
now argued that economic growth required micro-economic in addition to 
macro-economic intervention by the state. Demands for greater equity and 
social justice between classes and regions entailed a greater state role in 
regulation and redistribution, whether or not this was perceived to be 
compatible with economic efficiency. Regional, sectoral and social policies 
were advocated on the grounds of both efficiency and equity. 

This state growth had two major implications for Canadian federalism. 
First, and most directly, new government roles meant new problems of 
coordination and coherence. Second, and equally important if less direct, 
state growth shaped the evolution of societal forces which, in turn, con- 
strained the responses that Canadian federalism could make to the new 
problems. We have seen, for example, how the growth of provincial govern- 
ments in Alberta and Quebec stimulated the formation of classes many of 
whose members espoused a kind of regionalism or nationalism which led 
them to favour the further extension of provincial government economic 
activities. 

The whole process was reflexive because state and society were so 
thoroughly integrated. The growth of the state per se created a profound 
need for intragovernmental and intergovernmental coordination. The 
more integrated programs had to be, the greater the need for an integrative 
philosophy of government and the authority to execute it. Thus, state 
growth underpinned the shift from “administrative” to “executive” 
federalism. 

Executive federalism could respond to coordination problems in two 
ways: by improving the quality of intergovernmental communication and 
coordination, or by reducing the need for it. The former strategy led to 
efforts to develop new intergovernmental mechanisms. The latter strategy 
implied constitutional reforms to redraw the jurisdictional boundaries in 
ways that would reduce overlap. Which of these options received most 
emphasis, and how successful it proved, was not determined by state growth 
rates but rather by societal developments. In this period, the limited re- 
emergence of regionalism combined with the triumph of reform 
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nationalism in Quebec to give the initiative to provincial governments 
favouring decentralization and higher levels of intergovernmental coor- 
dination. This was, consequently, the period in which the intergovernmen- 
tal machinery expanded most rapidly. But as these tensions grew, interest 
in constitutional amendments grew. 


State Growth and Canadian Federalism 


The role of the state grew at an unprecedented rate in this period, even 
more rapidly at the provincial level than the federal. One dimension of this 
growth was the degree to which government regulates private enterprises. 
An Economic Council of Canada study (1979) estimated that there were 12 
new federal regulatory statutes in the 1950s, seven in the 1960s and 25 in 
the 1970s. At the provincial level, there were 177 in the 1950s, 218 in 1960s __ 
and 262 in the 1970s. Another dimension was the degree to which govern- 
ments expanded their economic role through public enterprise (Laux & 
Molot, 1988, pp. 11-36). The total assets of federal Crown corporations, as 
surveyed by the Comptroller General, increased from $6.5 billion to $35.1 
billion between 1960 and 1980. Provincial Crowns grew from a combined 
$5.1 billion in assets in 1958 to $55.6 billion by 1980. According to one 
estimate, 58 percent of federal Crown corporations were created between 
1960 and 1980. Of 233 provincial corporations, 75 percent were created in 
the same two decades, and 48 percent during the 1970s (Vining & Botterell, 
in Pritchard, 1983, pp. 303-67). Thus, on both dimensions, both orders of 
government were growing at an accelerating pace, but provincial govern- 
ments were expanding most rapidly. 

Figures based on government expenditures and employment, as a share 
of the entire economy, show the same patterns. Total government expen- 
ditures rose from 30 percent to 37 percent of GNP between 1960 and 1970, 
despite the rapid rate at which GNP grew (Macdonald Commission, Report, 
1985, pp. 34-35). Between 1946 and 1971, employment in the federal public 
service almost doubled, from 120,577 to 216,488. In the same period, 
provincial employees increased five-fold, from 38,370 to 209,760. By 1975, 
24 percent of the workforce was employed directly by the state: 24 percent 
by the federal government, 44 percent by provincial governments, and 31 
percent by municipal governments (Howard & Stanbury, 1984, p. 13). 

This pattern of state growth was not unique to Canada, or to federal 
states. Cameron found that all OECD countries grew rapidly in the years 
between 1960 and 1975. Of five explanatory variables he explored, the 
strongest correlation was with the “openess” of the economy — the share of 
GNE deriving from trade. The greater that share, the greater the rate of 
state growth measured as a percentage of GNE. The second highest cor- 
relation was with the organizational and political strength of the trade 
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union movement: the more powerful the trade unions, the higher the rate 
of state growth. OECD nations with comparable levels of openness to 
Canada (such as the Netherlands, Belgium, the Scandinavian countries) 
manifested higher rates of state growth than Canada but they also had 
stronger trade union movements. It is consistent with Cameron’s findings 
that Canada, with a higher than average level of openness, should be in the 
upper echelon of the rapidly growing states, but with a relatively weak trade 
union movement, should be near the bottom of that group (Cameron, 1978, 
pp. 1243-61). 

Cameron also found one institutional variable linked to state growth 
between 1960 and 1975 — federalism: the correlation was negative. This 
finding is consistent with Wilensky’s comparative work on social policy, 
which concluded that federalism was associated with a relatively smaller 
welfare state (1975, pp. 52-54). Our discussion of the inter-war years, and 
of the Reconstruction decade, supports these impressions. In the first 
period, we saw how federalism helped the political elites of Quebec to delay 
the expansion of the federal welfare state. In the second, we saw how 
Ontario’s opposition to the fiscal arrangements that Ottawa deemed neces- 
sary to fund its Green Book proposals slowed the implementation of the 
new policy commitments that followed from the historic compromise. 

Yet from 1963 to 1973, the Canadian state grew rapidly at the same time 
that federal institutions were decentralizing. On the Cameron/Wilensky 
account, we should expect to find accelerating state growth associated with 
centralizing tendencies. What is missing from the simple model of 
federalism that Cameron tested is a sense of the societal dynamics that 
underpin both the evolution of state policy and the character of federalism. 
In this period, the dynamic of Canadian federalism was the product of a 
federal government seeking to realize an ambitious social and economic 
policy program, faced with provincial governments equally if not more 
ambitious, and no longer willing to concede federal leadership. This un- 
usual conjunction of expansive, ambitious federal and provincial govern- 
ments lies behind the unusual combination of accelerating state growth and 
decentralization. Both were responding to heightened citizen expectations. 


The Emergence of Executive Federalism 


The growth of the state had important implications for the internal 
structure and operation of governments. The proliferation of ministries and 
specialized agencies responding to a more diversified set of clienteles 
placed a higher premium on coordination within governments, and on more 
“rational” policy-making techniques, such as PPBS. Efforts to combat 
confusion and duplication led to the creation of new central agencies such 
as the Prime Minister’s Office. This new organizational structure was less 
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compatible with the pattern of cross-government functional relationships 
linking parallel ministries characteristic of cooperative federalism. The 
tendency was to move intergovernmental relation “up the ladder” to Min- 
isters of Finance and First Ministers, where broad issues of power, status 
and ideology were more salient. This tendency was reinforced as federal- 
provincial relations became more preoccupied with Quebec. Increasingly, 
individual issues were considered within a global framework, developed at 
the peak of the bureaucratic hierarchy and imposed on those below. 

These trends placed new demands on Canadian federalism and new limits 
on how those demands might be met. In the heyday of administrative 
federalism, the chief requirement had been to permit the implementation 
of the new national policy without dramatic centralization, and without the 
support of the Quebec government. Fiscal arrangements permitted this 
objective to be realized with tolerable departures from the principles of 
equity and efficiency. Now that Quebec demanded greater autonomy and 
resources, fiscal decentralization proceeded more rapidly than it had in the 
1950s (or would in the 1970s). Between 1950 and 1960 federal spending, 
before transfers, as a proportion of all government expenditures changed 
only marginally — from 58.1 percent to 59.3 percent. After transfers, it 
declined slightly, from 51.9 percent to 50.5 percent. But between 1960 and 
1970, the federal share before transfers dropped more than 10 points, to 49 
percent and, after transfers, dropped even further to 38 percent. In the next 
decade, again, there was virtually no change (Macdonald Commission, 
Report, 1985, p. 37). 

But fiscal decentralization did not solve the new coordination problems 
and it may well have exacerbated them by providing provincial governments 
with the resources to expand rapidly. The first response was to develop more 
and better intergovernmental mechanisms in the hope of improving con- 
sultation and facilitating cooperation and compromise. But the number of 
policy areas in which the interests of the two orders of government seemed 
in conflict, and the degree to which these conflicts were linked together into 
comprehensive visions of Canadian nationality and federalism, was making 
interdependence less and less manageable. Interest in constitutional reform 
therefore revived. 


Fiscal Arrangements: Managing Decentralization 


“Tax Sharing” | Quebec opened a major breach in the tax rental system 
when Ottawa agreed to “abate” or transfer tax room, which Quebec could 
then occupy without subjecting its citizens to “double taxation”. Under the 
Federal-Provincial Tax Sharing Arrangements Act, passed in 1956, provin- 
ces had two options: they would either receive federal payments equal to 
10 percent of the federal personal income tax raised in the province, nine 
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percent of the corporate income tax and 50 percent of succession duties; or 
they could impose their own taxes and the federal taxes would be reduced 
accordingly. Equalization would bring the yield from these sources up to 
the average per capita yield of the top two provinces. 

In opposition, Diefenbaker had been critical of the 1957-62 fiscal arran- 
gements and, in 1957, with the formation of a Conservative minority 
government, a Federal-provincial conference led to changes. In 1958, the 
provincial share of the personal income tax was raised from 10 percent to 
13 percent, and equalization was supplemented with a special Atlantic 
Provinces Adjustment Grant, with special provisions for Newfoundland. 

In 1960, negotiations began for the next set of arrangements to cover the 
period from 1962 to 1967. At a conference in July 1960, the first attended 
by new Quebec Premier Jean Lesage, the wealthier provinces, citing the 
rapid increases in provincial responsibilities, argued for a larger share of 
the major revenue sources. The poorer provinces argued, as before, for a 
greater commitment to equalization. Lesage argued that in the Reconstruc- 
tion years the federal goverment had possessed good grounds for claiming 
priority of access to tax revenues, given its mandate to forestall recession 
and implement social security. But now, he claimed, the major problem was 
inflation, not recession, and it was provincial priorities — resource develop- 
ment, local economic development, education and social services — which 
were growing most rapidly (Thompson, 1984, p. 369). In the same vein, 
Ontario called for “a new deal”, demanding 50 percent of all three major 
tax sources. But the Atlantic provinces and Saskatchewan opposed the end 
of tax rentals: “the clock was to be turned back”, said Saskatchewan Premier 
Douglas, “to the ‘dog-eat-dog’ competition of the prewar period” (CAR, 
1960, p. 45). Further meetings were held in October 1960 and February 
1961. 

The result was the termination of the tax rental system which had been 
created during the war, and of Ottawa’s right, which would be identical in 
all provinces, to set major tax rates unilaterally. Now all provinces would 
pass their own tax legislation, although Ottawa would continue to act as 
their tax collection agent, except in Quebec. As long as provinces did not 
alter the base used for calculating taxes, they could now set their own rates; 
only citizen expectations and provincial government competition for new 
investment, would keep them from diverging. 

Double taxation would still be avoided through federal “abatements”. 
Ottawa would reduce the level of its taxes on a given base so as to make 
room for provincial tax increases which, under the new proposals, would 
rise from 13 percent to 16 percent of the federal tax in 1962, and to 20 
percent in 1966. The corporation income tax and succession duty abate- 
ments would remain the same. By January 1, 1962, all provinces had passed 
their own personal and corporate income tax legislation and all but Ontario 
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and Quebec joined the collection arrangements. Only Manitoba and Sas- 
katchewan took the opportunity to raise their own taxes above the level of 
the federal abatements. 

The election of a Liberal government in 1963 signalled a new round of 
pressures to increase the provincial share of these major tax revenues. The 
negotiations were now caught up in the vortex of issues surrounding 
Quebec’s pressures for special status at the same time as the federal 
government had an ambitious agenda of newshared cost programs. Quebec 
led the provincial demands, calling for a provincial share of 25:25:100, one 
quarter of both personal and corporate income tax revenues and 100 
percent of succession duties. As part ofa complex deal made in March 1964, 
it was agreed that the provincial share of the personal income tax would rise 
to 24 percent by 1966, and that the provincial share of income taxes from 
power utilities would rise from 50 percent to 95 percent. In addition, the 
governments agreed that the allocation of tax sources should be put ona 
more carefully planned basis. A federal-provincial Tax Structure Commit- 
tee was established to examine projected revenues and expenditures for the 
1967-72 period for each level of government. Its purpose was a “complete 
and fundamental re-examination of federal-provincial fiscal arrange- 
ments,” the first since Rowell-Sirois. The work was carried out by the 
Continuing Committee of Officials on Fiscal and Economic Matters, and 
coordinated by A. W. Johnson, Assistant Deputy Minister of Finance and 
a former Saskatchewan Deputy Treasurer. The Committee was a remark- 
able exercise in collaborative analysis, but it did little to provide a “rational” 
basis for allocating revenues. The fiscal needs of both orders of government 
were growing so rapidly that no agreement on likely future revenues and 
expenditures was possible. 

By the mid-1960s federal officials had become convinced that the 
piecemeal transfer of revenues to the provinces was undermining the 
capacity of the federal government capacity to manage the economy and 
pursue its own priorities. It was time to draw the line. No longer would 
Ottawa “make room” for the provinces by reducing its own taxes. Each level 
of government must be responsible to its taxpayers. At a meeting of the Tax 
Structure Committee in October 1966, Finance Minister Mitchell Sharp 
declared: 


We must get away from what is tending to become a conventional wisdom that 
the federal government can and should be expected to give greater tax room to 
the provinces when they find their expenditures rising more rapidly than their 
revenues. This has been possible, and has been done in the past decade, but it 
cannot be regarded as a general duty. 

(in Simeon, 1972, p. 76) 
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Henceforth, while the tax collection agreements were renewed, the only 
further abatement of tax room would be associated with the new federal 
funding of post-secondary education. Nonetheless, in the space of a decade 
the provincial share of total income tax revenues had more than doubled. 


Equalization The shift to the tax sharing system made an equalization 
program essential, for the yield of the major taxes varied dramatically from 
province to province. From 1957 to 1962, the federal government trans- 
ferred to each eligible province, without conditions, a grant sufficient to 
bring the per capita yield of the three major taxes up to the average of the 
richest two provinces. It provided an additional adjustment grant for the 
Atlantic provinces. 

In the 1962-67 arrangements, the equalization standard was reduced to 
the national average, but the formula was broadened to incorporate natural 
resource revenues. Provinces were also guaranteed payments no smaller 
than they would have received under the previous formula. This process of 
broadening the range of taxes to be incorporated into the equalization 
formula culminated in 1967, when it was decided to incorporate all provin- 
cial revenues and to bring their yields up to the national average. The 
approach sought to be comprehensive; even revenue sources not themsel- 
ves tapped by the federal government or not used by every province would 
be equalized. Overall federal payments were to be determined by the sum 
of provincial revenue-raising decisions. This approach is known as the 
“representative tax” system and remains, with modifications, the model 
employed today. 

Deciding what taxes to include did not determine the appropriate levels 
of equalization. To address this issue, it was necessary to articulate more 
clearly its purposes and assess the level of transfers required to achieve 
them. The conception of intergovernmental equity that lay behind equaliza- 
tion was formulated for the first time, in the fashion which continues to be 
accepted today, in 1966. The object of equalization transfers, Mitchell 
Sharp stated, was to ensure that each province was able to provide an 
“adequate level of public services without having to resort to rates of 
taxation substantially higher than those of other provinces” (Courchene, 
1984, p. 47). The result was a large increase in total equalization payments. 

Notall provincial governments supported the new formula. Some wished 
a more global measure of provincial fiscal capacity, such as per capita 
income. Others wished the formula to take greater account of variations in 
expenditure needs and the cost of providing services from province to 
province. Wealthier provinces continued to balk at the extent of redistribu- 
tion involved. British Columbia’s Premier Bennett argued against the 
approach on the ground that Ottawa should subsidize individuals equally, 
wherever they lived, rather than regions and provinces. As with all other 
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fiscal discussions, each government’s approval or disapproval of a specific 
formula depended upon the perceived benefit of the formula for it. 

Despite such grumbling, there appears to have been a remarkable level 
of agreement on the principle of equalization. It represented a striking 
blend of what are often seen as opposites: on the one hand, the commitment 
to national equity that was part of the postwar philosophy of the welfare 
state and, on the other hand, an acceptance of a relatively high degree of 
decentralization. The equalization program said, in effect, that lack of fiscal 
capacity should not prevent the provinces from pursuing the priorities 
which the federal constitution otherwise granted their citizens the right to 
determine. To achieve this, the federal taxing power would be used to 
generate revenues which would be transferred without conditions to 
provincial governments. This open-ended commitment would be deter- 
mined not by federal calculations of provincial requirements, but “automat- 
ically” by the sum of provincial taxing decisions. By 1970 per capita 
provincial revenues, which had once diverged widely, were very close 
together (Simeon and Miller, 1980, pp. 246-47). Provincial spending con- 
verged. In 1972, three of the Atlantic provinces and Quebec had the greatest 
per capita levels ofspending. A measure of equalization was also introduced 
into other shared cost programs. Thus, the medicare program, while based 
on total provincial spending, made equal per capita payments to provinces. 
Similarly, the 1971 reforms to Unemployment Insurance, with special 
“fisherman’s benefits”, and contribution and payment periods linked to 
local unemployment rates, made the program much more regionally 
redistributive. 

Taken together, tax sharing and equalization underlined a central 
premise of cooperative federalism: there would be no assumption that the 
expanded role of the state would automatically accrue to the central govern- 
ment, or to the one with the greatest tax revenues. Rather than shifting 
responsibilities to Ottawa, resources would be shifted to the provinces. And 
it would be national policy to ensure, through equalization, that all provin- 
ces had a comparable financial ability to undertake their responsibilities. 
Equalization went a long way to reconciling the idea of provincial autonomy 
with horizontal equity. 


Shared Cost Programs Shared cost programs were perhaps the charac- 
teristic device of modern federalism. By 1960, they were providing more 
than a quarter of provincial revenues, but objections, both practical and in 
principle, were growing. It was argued that such programs skewed provin- 
cial priorities, that they fostered more uniformity than was desired in the 
federal state, that conditions were often onerous and blocked provincial 
innovation, that they were begun, modified and terminated by the federal 
government without sufficient consultation, and that they failed to take into 
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account variations in provincial capacity to raise matching funds, thus 
leading to greater federal contributions in some richer provinces than in 
other poorer ones. Provinces complained they were being “bribed with their 
own money” (for a summary, see Carter, 1971, pp. 88-89). 

Several provinces argued that conditional grant programs had served 
their purpose and become “so entrenched that their continued existence is 
no longer in question”. Hence, conditions should be removed, and they 
should be converted into block grants (Douglas, quoted in Carter, 1971, p. 
89). Quebec went further when, in 1960, Premier Lesage argued that many 
programs were now “sufficiently well-established on the provincial scale to 
enable the Federal government to...vacate these fields. Obviously, in such 
a case, it would be necessary to compensate the provinces fully for the 
additional financial responsibilities assumed by them” (in Carter, 1971, p. 
89). The compensation, Lesage argued, should take the form of increased 
tax point abatements, appropriately equalized. The federal Liberals made 
this proposal a plank of their 1961 election platform. But at the same time, 
the federal government was rapidly expanding its social policies. Interna- 
tional economic change required that education and manpower policies be 
re-cast to facilitate more rapid and effective economic adjustment. Both 
tendencies seemed to require further federal action in areas falling primari- 
ly, if not exclusively, under provincial jurisdication. Ottawa and Quebec 
City, if not yet the two orders of government as such, were on a collision 
course on the issue of the direction in which shared cost programs should 
move. 

The result was an extraordinary set of negotiations between Ottawa and 
the provinces in 1963 and 1964. Federal activism and provincial assertive- 
ness led to sharp clashes on a wide variety of issues, from tax sharing to 
pensions. In the end, a new agreement was reached: the Established 
Programs (Interim Arrangements) Financing Act of 1965. As part of a 
broader agreement between Quebec and Ottawa, provinces could “opt out” 
of a number of shared-cost schemes, including hospital insurance, old age 
assistance and related welfare programs, health grants, vocational training 
and others. “Compensation” would take the form of an additional transfer 
of 20 tax points, together with cash payments for a number of smaller 
programs. An additional tax transfer was to compensate Quebec for opting 
out of the new federal youth allowance program. Opting-out was available 
to all provinces, but only Quebec exercised the option. 

One of the other provisions of the agreement concerned the new Canada 
Pension Plan (CPP). Faced with Ottawa’s proposal, the Quebec govern- 
ment had formulated an alternative with two attractions: it was more 
generous and it created a large fund which, if assigned to the equivalent of 
the Quebec Caisse de depdts, could be used by provincial governments as 
an instrument of economic development (Laux & Molot, 1988, pp. 125-50; 
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Huffman et.al., in Simeon, 1985b, pp. 140-44). Not only was Quebec able 
to implement its alternative, but it became the model for the CPP as well, 
with the fund it generated made available to provinces for their purposes. 
Provinces were also assured a high degree of control over any future 
amendments to the Pension Plan. 

In asense Ottawa’s opting-out concession was mainly symbolic: it was for 
an “interim” period, during which provinces would maintain existing pro- 
gram standards. The agreement specified that an “opting out” province 
would maintain its “present obligations” under the programs and continue 
to account for expenditures to Ottawa. It said nothing about future 
programs (Pearson letter, in Moore, Perry and Beach, App. G, p. 143). 
Meanwhile, Ottawa was able to get on with the new education policies that 
it regarded as essential to the country’s future economicwell-being. In 1967, 
the federal government assumed responsibility for paying half the operating 
costs of post- secondary institutions, although in deference to Quebec and 
the new climate in federal-provincial relations, there was no federal policy 
role and the payment took the form of a combination of “tax room” and 
cash, an important precedent for the future. Yet, combined with the agree- 
ment on a Separate Quebec contributory pension plan, the 1965 agreement 
was understood as a major step towards a distinctive fiscal position for 
Quebec. Jean Lesage declared: “I have made use of all the means which 
Providence granted me...so that Quebec, finally, could be recognized as a 
province which has a statut special in Confederation, and I have succeeded” 
(in Simeon, 1972, p. 59). 

The very fact that it was open to this interpretation soon led the federal 
government to reconsider the desirability of these provisions. Now the 
federal government sought to implement desired policies within its own 
jurisdiction, before having recourse to new shared cost programs. One 
strategy was employed in the area of manpower training policy. The original 
shared cost programs in this area had been oriented to provincial priorities, 
concentrating on the creation of technical and vocational schools aimed at 
youth. In 1966, Ottawa’s new Ministry of Manpower and Immigration 
employed a new method to reorient its spending to programs focussing on 
the re-training of older persons in the workforce in order to facilitate 
economic adjustment. It arranged with the provinces to pay allowances 
directly to trainees and purchased services for them from provincial govern- 
ments (see Dupre et.al., 1973; Simeon, 1972, pp. 80-81). 

The more common strategy for avoiding further recognition of special 
status was to require that all provinces meet broad and general conditions, 
rather than the more detailed ones of earlier schemes. Thus, the Youth 
Allowances Act made provision for provincial modifications to bring the 
federal program into line with their existing policies. Eligibility for federal 
medicare transfers required only that provincial programs meet four 
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criteria — comprehensiveness, universality, public administration of the 
program and portability of benefits — and even these were loosely defined. 
Similarly, the Canada Assistance Plan, introduced in 1966, was charac- 
terized by “conspicuously few” conditions. Provinces were free to set their 
own rates of assistance and to define “need” themselves. The only federal 
condition was that there be no residence requirements. The major new 
commitment to federal financing of post-secondary education, launched in 
1977, would entail no conditions at all. In this way, the federal government 
hoped to defend its application of the same standards to all provinces — that 
is, its refusal to recognize the right of any province, including Quebec, to 
opt out in these new programs with any compensation — against the charge 
that it did not allow for Quebec’s particularity. 

This strategy did not succeed. Pressure from Quebec to extend the right 
to opt out to these new programs intensified. The federal government 
responded by proposing that, under the 1967-72 arrangements, the right to 
opt out with compensation be extended to all provinces for the three major 
social programs: hospital insurance, the Canada Assistance Plan and health 
grants. Thus, when more generalized conditions proved inadequate to meet 
Quebec’s demands without conceding de facto special status, opting out was 
extended to all provinces for all major programs, without their ever having 
asked for it (Burns, 1967, p. 65). The 1967-72 arrangements also produced 
a new tax abatement (of 17 points), and a cash payment, together with an 
adjustment grant, to ensure that no province received less than it would 
have under a continuation of the previous system. After 1970, federal 
transfers would no longer be linked to actual program costs, but rather to 
general increases in per capita income. The only mechanisms left to ensure 
program uniformity would be intergovernmental consultations, continued 
federal technical assistance if a province desired it, and provincial agree- 
ment to maintain uniform residence requirements (Carter, 1971, p. 94). 

In spite of these major concessions, Quebec maintained its position that 
the shared cost instrument ought to be abandoned and that it would enter 
no new shared cost programs. Other provinces rejected Quebec’s position. 
Other fiscal issues mattered much more to them. Manitoba and Sas- 
katchewan objected to the idea in principle, arguing that federal withdrawal 
would lead to increasing disparities in program standards and tax rates. No 
agreement was reached; but the idea would be revived in the next decade. 
Thus, the imperatives of responding to Quebec and avoiding special status, 
led to greater decentralization than the federal government and most of the 
provinces wanted. 

To conclude, the federal-provincial context in which Canadian social 
policy was extended in this period was very different from what it had been 
during the first wave of policy expansion in the 1940s and early 1950s. An 
activist federal government was dealing with far more active and expansive 
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provincial governments, especially in Quebec. The Quebec government was 
no longer opposed to the welfare state as such, but it was determined that 
it must control the impact of these changes by developing its own welfare 
state. These demands did not prevent the realization of the federal initia- 
tives, but they ensured that their form would be significantly different from 
those of the Reconstruction decade. The growing strength of the provincial 
governments made policy-making more complex and difficult. Neverthe- 
less, federalism did not stand in the way of a decade of major expansion in 
Canadian social policy. In this decade and the next, a period of restraint and 
retrenchment in social policy, it was not the institutions of federalism, but 
larger social and economic forces which drove and constrained policy 
change. 


Intergovernmental Mechanisms 


In the 1960s the search for better mechanisms for coordination became 
a cottage industry, for as W. R. Lederman (1971) pointed out, if a clarifica- 
tion of roles and responsibilities was impossible, only better machinery for 
collaboration would succeed. Indicators of the need for such machinery 
could be found in the rapidly increasing number of more-or-less ad hoc 
interactions between governments at various levels. The number of mini- 
sterial and officials’ meetings increased strikingly. For example, 64 formal 
federal-provincial meetings took place in 1957, and 125 in 1964 (Gallant, 
1965, p. 8). In the beginning, the primary subjects were fiscal and social 
policy matters; in later meetings, attention turned increasingly to the 
constitution and economic policy coordination. From 1964, the Finance 
Ministers met annually in December to discuss the economic outlook and 
coordinate budget policy (McLarty, 1967, pp. 412-20). 

In 1960, Jean Lesage proposed that there be an annual First Ministers 
Conference, together with a permanent intergovernmental secretariat. 
Such meetings would canvass the whole range of general policy and give the 
provinces a direct voice in federal policy formation. While others echoed 
Lesage’s proposal, no agreement to hold annual conferences was reached. 
Nonetheless, nine such meetings took place in the course of the 1960s, and 
ten occurred in the first half of the 1970s. In 1960 Lesage also initiated the 
practice of annual Premiers’ Conferences, arguing that such meetings were 
“necessary and urgent” in order to allow provinces to seek agreement on 
“the large number of questions that divide them among themselves and 
from the federal government” (Thompson, 1984, pp. 334-35). Provincial 
cooperation, Lesage argued, could forestall unilateral federal action and 
lay the groundwork for a confederal pattern in which provinces could design 
national programs in areas of provincial jurisdiction, without the necessity 
of federal intervention. This vision of interprovincial cooperation received 
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little support from the other Premiers in the 1960s. Ontario Premier Leslie 
Frost, for one, insisted that the meetings avoid any “ganging up” on Ottawa. 
But conferences focussing primarily on interprovincial issues did take 
place. 

Provinces also began to cooperate on a regional basis. The Maritime 
premiers had been meeting annually since 1956, but in 1971 — following the 
report of acommission appointed by the Maritime premiers and chaired by 
J. J. Deutsch, which had studied the possibility of “Maritime Union” and 
the pooling of resources in areas of shared concern (1970) — a Council of 
Maritime Premiers, backed by a secretariat, was created. The three Prairie 
provinces founded the Prairie Economic Council in 1965. Originally con- 
centrating on regional economic problems, it later expanded to include 
British Columbia, changing its name to the Western Premiers Conference. 
By this time, it focussed mainly on contentious federal-provincial issues. 
An Ontario-Quebec Permanent Commission was created in 1969. 

The growing number of high level meetings prompted governments to 
create new ministries to ensure that the discussions and negotiations be- 
tween governments in one policy area were consistent with those simul- 
taneously taking place in others. In the 1950s, the only such agency was the 
Federal-Provincial Relations Division of the federal Department of 
Finance. In 1961, Quebec established a separate ministry of Federal- 
Provincial Relations. This was later renamed the Ministry of Inter- 
governmental Affairs and assigned major international responsibilities as 
well. In 1964, the Federal-Provincial Relations Office was created within 
the Privy Council Office. There was a strong federal-provincial relations 
section in Ontario’s new department of Treasury, Economics and Inter- 
governmental Affairs, which later evolved into a separate Ministry of 
Intergovernmental Affairs. Not until 1972 did the first Western province 
create a separate ministry: Alberta’s powerful Ministry of Federal and 
Intergovernmental Affairs, modelled closely on Quebec’s. It was an impor- 
tant signal that the focus of attention was about to shift to the West. 


Constitutional Deadlock 


From the Depression to 1960, the focus of constitutional reform discus- 
sions had been on what powers the provinces would give up to allow Ottawa 
to assume its new roles. But from 1960 to 1980 the focus was reversed to 
determine what powers Ottawa would give up in response to provincial, 
especially Quebec, ambitions. With Sections 91 and 92 of the BNA Act 
obsolete as a guide to action and conflict resolution, a second potential 
constitutional thrust was to reallocate powers and responsibilities between 
the two orders of government. However, this would require consensus not 
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only on the functions of government, but also on the order of government 
best able to carry them out, and there was none on either point. 

The 1960 Quebec Liberal platform called for early patriation of the 
constitution. Soon after the election, Davie Fulton, the federal Minister of 
Justice, proposed to the provinces a two-step procedure by which patria- 
tion should come first, and then Parliament would enact an amending 
formula agreed on by all governments. Ontario and other provinces dis- 
agreed, holding that the two had to go together. If not, they feared, once 
patriation had been achieved, there would be no incentive for the federal 
government to agree on an amending formula which gave the provinces a 
clear legal role. 

In subsequent discussions, provincial positions ranged widely. At one 
pole, Saskatchewan’s CCF government still looked to strong federal leader- 
ship and a highly flexible amendment formula, making it easy to delegate 
powers among governments. At the other pole, Quebec wanted a formula 
that would entrench as many powers as possible and sought changes to the 
amending procedures set out in the 1949 amendment. Quebec was also 
reluctant to permit delegation, which it feared might be used by English 
Canadian governments to centralize the federation. As negotiations follow- 
ing Fulton’s initiative dragged on, discussion of an amending formula was 
caught up in the growing nationalist ferment in Quebec. Quebec 
negotiators were torn between their desire to resolve the issue and their 
fear of nationalist criticism. As the debate continued, a wider range of 
constitutional options for Quebec were canvassed. 

Following the return of the Liberals in 1963, new attempts were made, 
spurred by the desire to complete the process before Canada’ approaching 
centennial. Patriation, in Pearson’s view, would complete Canadian nation- 
hood and, along with the new flag, be a unifying symbol. The Quebec 
government, considering the possibility of substantive constitutional chan- 
ges, and now more explicitly favouring special status, sought a flexible 
amendment procedure and proposed to accept delegation, but with the new 
element of “fiscal compensation” for provinces which wished to retain 
responsibility. 

In October 1964 agreement to the “Fulton-Favreau formula” was 
reached. It included “patriation”, meaning that no future British laws would 
apply to Canada, and a strongly provincialist set of amending procedures. 
Provisions respecting provincial powers, use of the English and French 
languages, denominational rights in education, and representation in the 
House of Commons could only be amended with the unanimous consent of 
the 11 governments. Other provisions respecting the monarchy, Senate 
representation and the like could be amended by Ottawa with the concur- 
rence of two-thirds of the provinces comprising more than half the popula- 
tion. There was some flexibility in a delegation procedure. 
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At last success seemed at hand. Lesage agreed to the formula. Presenting 
it to the National Assembly, he said that it opened the door to special status 
in a federal system which would permit varying autonomy for the provinces. 
But nationalist opposition, led by the Union nationale, and including 
significant elements within the Parti libérale, was intense. The formula, 
they said, failed to recognize Quebec’s fundamental aspirations; it was a 
strait-jacket for the future. In January, 1966, Lesage informed the Prime 
Minister that he had decided to “delay indefinitely” proceeding with the 
proposal. The Fulton-Favreau formula was dead. 

It was not to be the end of constitutional discussions; rather, the stakes 
had been raised prior to another round. When the Union nationale, under 
the leadership of Daniel Johnson, formed the new provincial government 
in 1966, it declared in its first Speech from the Throne that: 


In accordance with the mandate granted to it by the people, the government 
intends to strive to the utmost to achieve a new constitutional order which will 
be the instrument not of an artificial unity, but of a true alliance between two 
co-equal peoples. 


The precise constitutional implications of Premier Johnson’s call for 
“Pégalit€é ou ’indépendence” were never spelled out in detail, and larger 
constitutional goals were often subordinated to the exigencies of negotia- 
tions on specific issues. Nevertheless, a new era in Canada’s constitutional 
history was beginning. 

In 1967, the Ontario government decided that it had a role to play in 
mediating what it regarded as a dangerous escalation of constitutional 
conflict. It opened a new round of constitutional discussions by convening 
the Confederation of Tomorrow Conference to “examine Confederation as 
it is today, to take stock after 100 years, to examine the areas of agreement 
and disagreement and to explore what can be done to ensure a strong and 
unified Canada” (Robarts, in Simeon, 1972, p. 91). Three broad positions 
emerged. For Quebec, constitutional change was essential. Ontario, New 
Brunswick, Nova Scotia and Prince Edward Island had no constitutional 
grievances but, as Nova Scotia Premier Gerald Smith put it, “If developing 
a new constitution will help [to preserve and improve Canada] then surely 
it is worth trying” (in Simeon, 1972, p. 93). A third group of provinces was 
hostile. Premier Smallwood pronounced himself “absolutely opposed not 
only to a new constitution, but to any change whatsoever in the existing 
constitution”. Saskatchewan’s Liberal Premier, Ross Thatcher, said that on 
a one hundred item list of the country’s problems, the constitution would 
be the hundred and first. Alberta’s Social Credit Premier Manning stated: 
“It is my sincere belief that in the present context, it is not realistic ...to 
think that sufficient measure of agreement could be attained among the 
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Canadian people to make possible at this time the writing of a new con- 
stitution for Canada” (in Simeon, 1972, p. 93). 

Since the failure of Fulton-Favreau, Ottawa had been reluctant to enter 
into new constitutional discussions on the ground that the process would 
inevitably take place on provincialist premises and the lack of consensus 
could only mean further strains in the fabric of Confederation. But now, 
fearful that the provinces were gaining the initiative, the federal govern- 
ment committed itself to a constitutional review which would be “both 
broad and deep”. Prime Minister Trudeau acknowledged that new rules 
were necessary “because the federal and provincial governments were 
stumbling over each other, completely out of kilter, like characters in one 
of those Chinese plays” (in Simeon, 1972, p. 95). 

The first formal federal-provincial constitutional conference was held in 
February 1968. Opening the conference, on the eve of his retirement, Prime 
Minister Pearson stressed the stakes: “Here the road forks. If we choose 
wrongly, we will leave our children and our children’s children a country in 
fragments... . What is at stake in my opinion is no less than Canada’s 
survival” (CAR, 1968, p. 73). The federal government set out its conception 
of how the discussions ought to proceed. Under Trudeau’s influence, it 
sought to redefine the terms of the debate. A total review must begin with 
the rights of individuals and implementation of the recommendations of 
the Royal Commission on Bilingualism and Biculturalism regarding the 
status of the French and English languages across Canada. It proposed to 
entrench political, legal, equality and linguistic rights in a constitutional 
Charter of Human Rights. The reform of central institutions should then 
be examined. Only after both of these matters had been resolved should the 
focus shift to the division of powers between the two orders of government. 
Quebec countered that discussion must begin with the division of powers. 

The disagreement over process reflected conflicting conceptions of 
Canada and the forms of federalism required to embody them. The Quebec 
government sought greater resources and jurisdiction, limits on federal 
powers and special status. The federal government, convinced that further 
decentralization and, above all, special status, was a slippery slope leading 
to the disintegration of the federation, desired reforms which would in- 
crease its responsiveness to the interests of French Canadians and 
Quebecers as well as constitutional guarantees of the rights of English and 
French speakers to protect minorities from provincial majorities. 

The struggle between these conceptions remained unresolved and con- 
tinued to hinder progress on constitutional reform. Nevertheless, some 
headway was made. There was a tenuous agreement on language rights and 
a general agreement to proceed with a full-scale constitutional review, 
which would include linguistic and human rights, the division of powers, 
central institutions, regional disparities, amendment procedures and 
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mechanisms of intergovernmental relations. The first ministers established 
themselves as a continuing Constitutional Conference, with a committeee 
of officials, chaired by Gordon Robertson, and a permanent secretariat to 
assist them. Determined to take the constitutional initative, Ottawa now 
began to develop and advance its own views in a series of discussion papers. 
Most other governments remained by-standers; their worries had not yet 
taken constitutional form. 

Following the February 1968 conference, the officials’ committee set to 
work to compile “propositions” submitted by the various governments. 
Meanwhile, the political climate was changing. Pierre Trudeau had become 
leader of the Liberal party and swept to power with a majority in the 1968 
election. At the same time, there was a power vacuum in Quebec: Daniel 
Johnson, ill through much of 1968, died on the eve of the second Constitu- 
tional Conference, in February 1969. None of the major issues was resolved, 
but it was agreed to continue discussions and committees of ministers were 
established to examine specific topics. 

At a third meeting, in June 1969, attention focussed on two federal 
papers: Taxing Powers and the Constitution, and Federal-Provincial Grants 
and the Spending Power of Parliament. In the latter, the federal government 
proposed strong limitations on its spending power. New programs could 
proceed only with the support of Parliament and the majority of legislatures 
in each region. Moreover, governments not agreeing could formally “opt- 
out” and would receive compensation, in the form of direct payments to 
citizens rather than to provincial governments. A further conference took 
place in December 1969, followed by a private working session in Septem- 
ber 1970. Despite the lengthy discussions, progress was slow. 

Then, political events intervened once again. In April 1970 the strongly 
federalist Bourassa government was elected in Quebec, with the Parti 
québécois as the Official Opposition. Six months later, the country was 
wracked by the FLQ Crisis. Federal leaders felt it was essential, in order to 
control events in Quebec, that there be some progress on the constitutional 
front. At another working session, in February 1971, there seemed to be a 
breakthrough on patriation and an amending formula. A final meeting to 
ratify the details was scheduled for June 1971, in Victoria. Roadblocks 
remained, however; notably Quebec’s desire for movement on the division 
of powers. Quebec now sought paramountcy in social policy, by adding 
family and youth allowances, occupational training, and unemployment 
insurance to Section 94A as concurrent powers with provincial 
paramountcy. This was much more than the federal government was 
prepared to concede. 

Yet, in June 1971 the First Ministers seemed to reach agreement. In three 
days in Victoria, they tentatively adopted a “Canadian Constitutional 
Charter, 1971”. The Charter contained an entrenched bill of rights, includ- 
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ing provisions making English and French the official languages of Canada, 
and a complex set of more limited language rights (excluding education) 
applying to several individual provinces. Provincial governments were as- 
sured a role in the selection of Supreme Court judges and Quebec was 
guaranteed that at least three of the nine judges on the Supreme Court 
would be drawn from that province. On the division of powers and inter- 
governmental relations there were a number of important provisions, 
including a commitment to equalization. Ottawa’s power to enact family, 
youth and occupational allowances was to be confirmed in the constitution, 
but there would be provincial paramountcy in these fields and a commit- 
ment by Ottawa to consult in advance of legislative action. Annual First 
Ministers’ meetings were made a constitutional requirement. For most 
changes, the amending formula required the assent of the federal govern- 
ment, together with all provinces which had ever had 25 percent or more of 
the population (assuring a veto for Quebec and Ontario), plus any two 
Atlantic provinces and any two western provinces, together comprising at 
least half the region’s population. The package thus combined elements of 
both the Quebec and federal proposals. 

But upon his return to Quebec, Premier Bourassa, like Lesage before 
him, was faced with a barrage of opposition to the deal that he had 
negotiated. The CSN, the FTQ, the Federation of St. Jean Baptiste 
Societies, the PQ, the UN, and even the Quebec wing of the NDP, formed 
a “common front” against the new Charter. Faced with such broadly-based 
and intense opposition, Bourassa backed down. 

Thus, the internal dynamic of Quebec politics led governments to articu- 
late ever-wider demands and to take highly symbolic positions which then 
proved very difficult to compromise. The other provinces remained by- 
standers for the most part; they felt little pressure to come to agreement 
and were incapable of mediating what was essentially a battle among 
Quebecers, in Quebec City and Ottawa, about their future. A victim of this 
logic, constitutional reform initiatives had failed again. Ottawa did not 
claim, as it would in 1982, that the amendments could go forward without 
the consent of Quebec. For the moment the negotiations were ended. They 
would be revived in even more difficult circumstances following the election 
of the PQ in 1976. 


Conclusions 


In the years between 1958 and 1973 intergovernmental relations became 
a central preoccupation of Canadian governments and a crucial arena for 
policy-making. Cooperative federalism seemed in danger of disintegrating, 
undermined by the challenge from Quebec. There was a “deepening aware- 
ness that the federal system was in crisis” (Smiley, 1970, Intro.). The greater 
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State activism that was the proximate cause of the crisis was rooted in the 
changing balance of societal forces supporting competing conceptions of 
the appropriate economic and social roles of the state. The shifting balance, 
in turn, was traced to fundamental structural changes — above all, 
secularization, urbanization, and the dramatic growth of the private and 
public service sector. 

The new politics of Quebec rendered obsolete the political logic upon 
which the original model of post-war Canadian federalism had been based. 
At that time, the federal government had been the principal threat to the 
limited role of the state which Duplessis championed. Hence, his principal 
goal had been to prevent the intrusion of the federal government into new 
areas of social and economic life. The federalism of the Reconstruction 
years was, to a considerable extent, tailored to respond to Duplessis’ kind 
of Quebec. It sought few major centralizing constitutional amendments, 
permitting the Quebec government to decide not to participate in the 
federal tax collection agreements and shared cost programs, though not 
without financial penalty. 

These arrangements were inappropriate to the role which the Quebec 
state sought to play after 1960. The new Quebec agenda extended across 
the full range of intergovernmental issues. The Quebec government needed 
access to the funds which the federal shared-cost programs made available 
in order to carry out its own social policies, but it would not accept the 
conditional strings which the federal government attached. Moreover, 
Premier Lesage and his successors sought to develop provincial economic 
policies in areas where only the federal government had previously 
operated, and which might be regarded as falling under federal jurisdiction. 
This required more than the acknowledgement of the right of the provincial 
government to refuse to participate in new federal programs; it required 
new constitutional rights that fiscal arrangements could not easily accom- 
modate. It also required changes in intergovernmental relations: there 
would need to be greater collaboration among the provinces and a greater 
provincial voice in the making of national policy. This, in turn, required 
new institutional mechanisms. The perceived need for constitutional 
change meant that federal-provincial relations became an intensely politi- 
cal, as opposed to a largely technical and bureaucratic, process. Federalism 
had to adapt to these new demands and, in so doing, the era of “executive 
federalism” was born. 

In short, in the era of executive federalism, the coordination of the two 
orders of government, hitherto achieved primarily through fiscal arrange- 
ments, had become both more necessary and more difficult. These changes 
implied an important shift in the meaning of the term “cooperative 
federalism”. The talents required of federal leaders, said former Minister 
of Justice Guy Favreau, “are no longer those of chieftaincy, but those of 
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diplomacy” (Simeon, 1972, pp. 172-73). Cooperation meant Ottawa must 
now work with and through provinces. “In this ménage a onze, there is no 
room either for gung-ho centralizers or table-pounding provincialists... . 
Keeping Canada together may...mean that federal politicians will some- 
times need the courage to appear weak themselves” (Favreau, 1965, pp. 
50-51). Another cabinet minister, Maurice Sauvé, said “Cooperative 
federalism is halfway between the fédéralisme de tutelle, which existed until 
1963, but which is no longer acceptable to French-Canadians, and con- 
federative federalism which is no longer satisfactory for present day 
problems and which English Canadians would not accept” (in Cook, 1966, 
p. 22). 

Donald Smiley saw the new pattern of federalism as a serious “attenua- 
tion of federal power”. R. M. Burns suggested that the “conciliatory” 
attitude of the centre in the face of provincial expansionism “may be 
incompatible with the effective conduct of our national affairs”. If there had 
been grounds to question whether the provinces were effective units after 
the war, there were now grounds to question whether Ottawa was “a 
continuing economic and fiscal force in the nation” (1965, p. 515). A federal 
offical, A. W. Johnson, worried that further decentralization would result 
in a “halting and uncertain” monetary and fiscal policy “muddied by com- 
promise, the misallocation of resources as provinces competed for 
economic development, and diminished authority for Canada in interna- 
tional councils”. He concluded that it foreshadowed a “diminished sense of 
Canadianism” and an erosion of the commitment to equality (1967, pp. 
17-18). 

If federal leaders saw erosion, others saw in these developments what 
Jean-Marc Leger called “the new face of centralization”. In his view, no 
diminution of federal intervention in areas of provincial jurisdiction had 
occurred: “Very certainly Ottawa will have to revise its initial project, 
consent to modifications, optional formulae, particular schemes for this or 
that province: little of importance, the essential will be achieved.” Thus, he 
concluded, “we are witnessing the beginning of the most vigourous 
centralizing offensive yet launched by Ottawa, an offensive all the more 
dangerous, since it wears the mask of cooperation” (1963, pp. 155-56). 

The truth lay somewhere in between, although the extreme quality of 
these perceptions reveals an important truth about the atmosphere within 
which federal-provincial relations were conducted in latter part of this 
period. Fears that the provinces would pursue independent fiscal policies, 
for example, proved groundless. Guy Favreau sought to “bury the miscon- 
ception” that the federal government had been stripped of its power and 
would henceforth be condemned to “preside over the gradual, though 
inexorable, disintegration of our country” (1965b, p. 48). Nevertheless, the 
strong, and largely unexpected, provincial reaction to the initiatives of the 
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Liberals’ “sixty days of decision” in 1963 led federal officials to believe that 
prior consultation and more effective intergovernmental coordination 
were essential. As Don Smiley summed it up: “It had become apparent at 
the highest political levels in Ottawa and in most if not all of the provincial 
capitals that this was essential to governance and even to the existence of 
the Canadian federation itself’ (Smiley, 1970, p. 93). 
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Chapter 10 


The Compound Crisis of the Postwar Order, 
1974-84 


The years between 1974 and 1984 were the most difficult for Canada since 
the 1930s. International forces and domestic developments threw into 
question the country’s capacity for sustained economic growth and the very 
survival of Canada as a federal community. The economic theories and 
political compromises upon which the postwar order had been built were 
discredited in the eyes of many and there was renewed debate on fundamen- 
tal questions concerning the role of the state. 

The word “crisis” permeated political discourse. The optimistic assump- 
tions characteristic of the postwar period — that only the political will was 
required to make the world a better place, that business cycles could be 
tamed, that growth and equity were compatible, and that governments 
could be effective and benign instruments of social change — were shaken. 
The McCracken report, Toward Full Employment and Price Stability con- 
cluded that “public confidence in the ability of governments to manage the 
economy had waned, and belief in the likelihood or even desirability of 
continued economic growth in the industrialized world had weakened” 
(OECD, 1977, p. 11). Conservative academics wrote of “government over- 
load” (Crozier, et al, 1975) and neo-marxists warned of the “fiscal crisis of 
the state” (O’Connor, 1973). Jurgen Habermas (1975) wrote of the 
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“legitimation crisis” faced by governments that staked their legitimacy on 
their capacity to deliver the economic goods. 

There were as many explanations of the crisis as there were locations for 
it. Conservatives complained that there were too many well organized 
interests able to make effective demands on the state. Interest group 
liberalism, in short, was becoming too democratic (Brittain, 1977; Olson, 
1982). Some political economists explained it as a structural contradiction 
between the Keynesian welfare state and an increasingly competitive inter- 
national market economy (Keohane, 1984; Martin, 1986). As Zysman put 
it, “the political capacity of the advanced countries for managing change 
has diminished, at the same time as the adjustments they must make have 
become more difficult” (1983, p. 16). Still others saw the problem as a 
“revolution of rising [and unrealistic] expectations”, rooted in something 
akin to human nature. “Once upon a time,” wrote Anthony King, “man 
looked to God to order the world. Then he looked to the market. Now he 
looks to government.... And when things go wrong, people blame not ‘Him’ 
or ‘it’, but ‘them’ (1975). 

In Canada the crisis was above all a crisis of the federal system. Social and 
economic developments made the harmonization of government goals and 
policies at once more necessary and more difficult to achieve (see Hueglin, 
1984). Moreover, as each grappled with deficits and the need for expendi- 
ture restraint, there was increased conflict over fiscal transfers and a ten- 
dency for each to pass on its fiscal problems to the other. If much 
intergovernmental conflict in the 1960s had been shaped by the competitive 
expansion of governments into new areas, now conflict was also engendered 
by fears of withdrawal. At the same time, the Parti québécois won power in 
Quebec in 1976. The politics and economics of energy divided the country 
along regional lines perhaps as never before. Finally, many of the newsocial 
movements were demanding that federalism be constrained by a greater 
concern for individual rights, and that the processes of intergovernmental 
decision making be rendered more democratic. Faced with a bewildering 
array of intractable problems, many citizens experienced a profound sense 
of institutional failure. 

Intergovernmental relations were poisoned by the emergence of mutually 
exclusive “nation-building” and “province-building” ideologies by which 
each order of government rationalized its claims. Federalism became more 
and more competitive. Prime Minister Trudeau became increasingly con- 
vinced that the provinces had grown too strong, that cooperative federalism 
did not work, that the economic union was eroding, and that Ottawa must 
reestablish the preeminence of the country-wide community which it alone 
represented (Milne, 1982, pp. 2-3). In 1980, following the defeat of the PQ 
in the referendum and the collapse of the September 1980 constitutional 
negotiations, the federal government announced that it was abandoning the 
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assumptions of cooperative federalism in favour of a new, “competitive” 
federalism. In the future, Ottawa would seek unilaterally to undertake 
constitutional reform, develop a National Energy Program, tighten the 
conditions governing transfers to the provinces, and establish more direct 
links between the federal government and Canadian citizens. 

The New Federalism represented, in Bruce Doern’s estimation, “the most 
coherent assertion of political belief and principle since the early years of 
the Pearson government” (1982, p. 1). As such, it intensified the battle 
among the rival visions of federalism. But the BNA Act was not rooted in 
such mutually exclusive visions of the federation, so each ideology implied 
major constitutional reforms. It was no accident, then, that these ideologi- 
cal struggles culminated in the battle over Ottawa’s effort to patriate the 
constitution. The unilateral process reflected the New Federalism, and so 
did the substantive reforms that Ottawa proposed. The ensuing fight bit- 
terly divided the country, but at the eleventh hour an agreement on the 
constitution — to which the government of Quebec, alone, was not a party 
— was signed. It provided Canada with an amending formula, a Charter of 
Rights, and a number of other significant constitutional changes. On April 
17, 1982 that constitution became the new law of the land. 


Federal Society 


In the decade between 1974 and 1984 international competition for the 
sale of primary commodities and secondary manufacturing goods inten- 
sified. Third World countries were producing larger quantities of more raw 
materials for sale to the First World. Japan and, behind it, western Europe 
and the low-wage “Newly Industrializing Nations” (NICs) such as South 
Korea and Taiwan, were beginning to attain North American productivity 
levels in many manufacturing sectors while maintaining lower wage costs. 

The economic shock of these changes was greatest in countries which had 
hitherto been relatively free from such international competition — the 
United States, Canada and Great Britain. Many sectors of these economies 
operated with outdated capital equipment. But even more important, they 
did not meet this crisis with political- economic institutions and strategies 
designed for rapid adaptation, as did the countries forced to “catch up” at 
the end of the Second World War (Zysman, 1983, pp. 285-320; Katzenstein, 
1985). “De-industrialization” was the most immediately obvious result, as 
many traditional industries went out of business (Bluestone & Harrison, 
1982). 

The internationalization of industrial production also intensified com- 
petition for the investment essential to modernizing production (Laux & 
Molot, 1988, pp. 11-36). The result was a decline in the bargaining power 
of organized labour and the state vis-a-vis capital (Nye, 1983; Martin, 1986). 
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The declining power of organized labour was reflected in static real incomes 
for workers. Reduced state bargaining power was manifested in rising 
budget deficits, as the capacity to tax capital while maintaining adequate 
levels of new private capital investment — reflected in the share of all 
revenues represented by corporate income taxes — declined. At the same 
time, the costs of economic adjustment — welfare, unemployment and 
re-training expenditures — increased (Wolfe, 1985). 

Such structural changes would have been disruptive enough, but two 
OPEC oil price hikes were superimposed. In the short run, these increases 
resulted in a massive transfer of purchasing power from oil consumers to 
oil producers, and dramatic shifts in the character of international demand. 
This increased unemployment in the less competitive countries and stimu- 
lated domestic inflation, which had been rising in the OECD countries since 
the late 1960s due to intensifying distributive conflicts between labour and 
capital (Goldthorpe, 1978, pp. 186-214). 

These developments probably account for much of the “stagflation” that 
gripped the OECD countries in this period. They also helped to shift the 
balance of social forces to favour business-oriented responses to the crisis 
by weakening organized labour. This was reflected in the tendency to give 
priority to fighting inflation over unemployment. (Barry, 1985). The shift 
also influenced the ways these priorities would be pursued. In the countries 
where organized labour was economically and politically weak — Great 
Britain, because of its severe structural problems, and the United States, 
because of its low union density — monetarist techniques were favoured over 
tripartite corporatist approaches which required significant concessions to 
organized labour in return for wage restraint (Goldthorpe, 1984). In 
Canada, inflation was also the top government priority in the 1970s, but the 
heavy-handed monetarism of Britain and the United States did not prevail 
(Campbell, 1987, pp. 166-189). 

As an oil-producing country like Norway, Holland or Great Britain but, 
unlike them, with a national government willing to hold domestic oil prices 
below world prices, Canada was at first cushioned from the economic 
impact of the OPEC shocks. Between 1973 and 1976 the Canadian growth 
rate was relatively high, partly as a result of the favourable impact of 
increased energy and commodity prices on Canada’s competitive position, 
and partly as a result of expansive fiscal and monetary policies aimed at 
stimulating the economy and moderating the impact of higher energy 
prices. Canada’s inflation performance was also somewhat better than the 
OECD average (though worse than the U.S., Germany and Japan) until 
1980. Canadian unemployment, while remaining high relative to Europe 
and Japan, did not increase as much as in other countries. Overall, Canada 
fared considerably better than other OECD countries between 1975 and 
1980 (Macdonald Commission, Report, Vol.2, 1985, pp. 46-52). 
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Still, this was a serious deterioration by post-war Canadian standards. 
GDP growth had averaged 5.6 percent annually between 1960 and 1973; it 
fell to 3.4 percent between 1973 and 1979. The Economic Council of 
Canada declared that “economic growth at the high rates prevailing in the 
sixties can no longer be taken for granted... . Steady growth of the economy 
is far from assured, and appears to be subject to many influences which on 
the whole were far less favourable in the past decade than before” (Annual 
Review, 1979, p. 16). Then, between 1980 and 1984, growth rates 
deteriorated to an annual average of 2.0 percent. Consumer price inflation 
had averaged 2.4 percent between 1960 and 1968 and 4.6 percent between 
1969 and 1973; now it rose to 9.2 percent between 1974 and 1979, and to 
11.2 percent between 1980 and 1982, before the recession brought it down. 
While prices rose steadily, so did unemployment. The change was dramatic: 
from 4.8 percent of the workforce between 1960 and 1968, unemployment 
rose to 5.4 percent between 1969 and 1973, to 7.2 percent between 1974 and 
1979, and to 9.9 percent between 1980 and 1984. Finally, productivity 
growth rates (measured as real GNP/GDP per member of the civilian work 
force) fell from an average annual rate of 2.7 percent between 1960 and 
1973, to 0.5 percent between 1974 and 1979, to 0.4 percent between 1980 
and 1984 (Macdonald Commission, Final Report, Vol.2, 1985, pp. 48- 49). 

The recession that began in 1981 hit Canada harder than many of the 
other OECD countries. Canada’s one percent average growth rate between 
1982 and 1984 compared with an OECD average of 2.4 percent, and a 
United States average of 2.8 percent. Canada’s 11.5 percent average un- 
employment level for the same years compared with the OECD average of 
8.4 percent, and an American average of 8.9 percent. Slower growth and 
higher unemployment did not prevent Canada from exhibiting a higher 
inflation rate as well: 6.8 percent, compared to the OECD average of 5.6 
percent, and the average in the U.S. of 4.5 percent. Finally, productivity 
growth in Canada showed a 1.1 percent increase between 1982 and 1984, 
close to the Americans’ 1.2 percent, but well below the OECD average of 
1.9 percent (Macdonald Commission, Final Report, Vol.2, 1985, pp. 48-49). 
It appeared that the post-war economic order was in the midst of a fun- 
damental crisis in these years and that Canada, in spite of its oil resource 
windfall, was in a worse position than most. 

This extraordinary deterioration of economic performance, and the fears 
that it engendered, placed unprecedented strains on the political ac- 
comodations upon which the post-war order had been constructed. We now 
examine how these developments were played out along each of the major 
cleavage lines. 
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Class 


A decade of stagflation, followed by a world recession, threw into ques- 
tion the compatibility of the interests of capital and organized labour — 
especially the values of equity and efficiency, growth and social justice — as 
never before in the postwar period. Organized labour and capital defined 
their differences in terms of the economic role of the state. Goldthorpe 
(1984) divides these responses into two diverging paths of political 
economic evolution which he calls “dualist” and “corporatist”. Great 
Britain and the United States represent the clearest cases of countries which 
moved in a dualist direction, cutting back the allocative and redistributive 
dimensions of the state’s role, and encouraging the formation of a growing 
pool of unorganized and low paid workers. Sweden, Norway, and Austria, 
on the other hand, became more corporatist, re-forging incomes policies 
initially undermined by the economic upheavals of the 1970s. In return for 
the cooperation of organized labour, those governments moved to increase 
worker control over investment and production decisions by various means, 
the most striking of which was the Meidner Plan (Martin, 1984; Cameron, 
1984). 

But Canada did not move toward either of these poles in this decade. 
Between 1972 and 1974, with Liberal power in Ottawa dependent upon 
NDP support, national policy remained consistent with a commitment to 
high employment and free collective bargaining. Finance Minister John 
Turner declared in his 1972 and 1973 budgets that the reduction of un- 
employment was his priority. He introduced “supply side budgets” which 
aimed to increase jobs by using corporate tax reductions to induce new 
investment. At the same time, Old Age Security and Veterans’ Pensions 
were indexed to inflation in 1972, as were personal income tax brackets and 
exemptions in 1974. The result was a federal deficit of almost $1.5 billion 
over two years during which economic growth averaged over 6.5 percent. 
Such spending was likely to increase inflation, which rose from 4.6 percent 
in 1972 to 7.6 percent in 1973, but the government was prepared to tolerate 
some inflation in return for significant decreases in unemployment. So 
monetary policy remained liberal (money supply growth averaged 14.5 
percent) and the policy-makers did not resort to wage and price controls. 
(Campbell, 1987, pp. 177-81). 

Turner’s corporate tax cuts had two immediate effects. They raised the 
underlying level of inflation, upon which dramatic OPEC oil price hikes 
were soon superimposed, with the result that inflation was almost 11 
percent by 1974. This convinced many Liberals that the fight against infla- 
tion must now take precedence over unemployment, and that new inflation- 
fighting techniques — tight monetary policy and wage and price controls — 
must be developed. 
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The corporate tax cuts provoked the NDP into voting against the budget, 
bringing about the 1974 election. The Liberals promised they would deliver 
to workers what the NDP only talked about. Progressive Conservative 
advocates of wage and price controls were ridiculed. The NDP share of the 
popular vote fell two points (from 17.7 percent to 15.4 percent), but the 
territorial distribution of this marginal decline translated into an almost 50 
percent decline in seats (from 31 to 16). Support for Robert Stanfield’s 
Conservatives actually increased marginally, but the number of Tory seats 
fell from 107 in 1972 to 95. Thus, limited Liberal gains against the NDP and 
the Créditistes raised the Liberal share of the popular vote from 38.5 
percent to 43.2 percent. These small shifts were sufficient to push Liberal 
Parliamentary representation to 141 from 109 seats — the largest electoral 
majority since Diefenbaker’s 1958 sweep. The Liberals were freed from the 
need to maintain NDP support for their policies (Penniman, 1975, Preface, 
pp. 292-301). 

The reduced political power of organized labour in Ottawa was soon 
reflected in Liberal policy changes. In 1975, Finance Minister Turner urged 
the CLC to accept a voluntary guideline of eight percent on wage increases 
in 1976. The CLC responded that it would help if the government “guaran- 
teed higher old age pensions, monitoring of professional fees, rent controls, 
full employment, regulation of oil and gas prices, and a promise that real 
wages would rise” (Morton, 1984, p. 302). In September 1975 Turner 
resigned. A month later the new Minister of Finance, Donald Macdonald, 
announced the Liberals’ new plan: three years mandatory wage and price 
controls and a commitment to holding increases in federal spending at or 
below the rate of GNP growth. Meanwhile the Bank of Canada, under 
Gerald Bouey, embraced monetarist theories and curtailed the rate of 
growth of the money supply (Campbell, 1987, p. 184, pp. 187-88). 

The Finance Minister declared that these new initiatives were part of a 
wider move “into an era of government intervention in the economy”. A 
few months later, business leaders called Prime Minister Trudeau a socialist 
when he echoed this theme in a New Year’s television interview. Business 
fears proved exaggerated. The only serious reduction of private corporate 
power was in the energy sector where, in 1974, the control of foreign 
multinationals was reduced by the creation of PetroCanada, under NDP 
pressure and, again in 1980, when the National Energy Program increased 
the power of PetroCanada and Canadian-owned private capital. 

Thus, from 1975 until its defeat in 1984, punctuated by the Clark govern- 
ment hiatus of 1979, the federal Liberals defied Goldthorpe’s generaliza- 
tion by pursuing a path which involved a high level of state intervention, 
contrary to the dualist model, but without the support of organized labour, 
contrary to the corporatist model. The closest parallel was probably the 
Gaullist state in France. There, a powerful Left was excluded from all 
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post-war national governments until Mitterand’s 1980 victory. Yet the Left 
was strong enough to ensure that the ruling party must take responsibility 
for economic development and employment (see Zysman, 1977, pp. 159- 
214; Hall, 1986). 

The Canadian state was much less centralized than the French, so the 
Canadian Left could not be excluded from government in the same way. 
NDP governments continued in British Columbia until 1975, in Manitoba 
until 1977 and in Saskatchewan until 1982. And, in 1981, the NDP regained 
power in Manitoba. Moreover, the PQ after 1971 had strong support from 
organized labour in Quebec, and when it came to power in 1976, proceeded 
to repay that support with favourable policies (Morton, 1984, pp. 304-06). 
Nonetheless, after 1975 most provincial governments tended to move in the 
same direction as the federal government: more intervention and fewer 
connections with organized labour. This was most obviously true in the 
western provinces in which NDP governments were defeated, and in 
Quebec after the PQ’s 1983 break with organized labour, but the process 
had begun within those NDP governments before they were defeated. 

The capacity of the NDP to retain its provincial toe-holds was enhanced 
by its ties with a dynamic, expanding labour movement. Canadian union 
density rose further, principally as a result of continued organizing success 
among public sector workers, from 29.4 percent of the civilian labour force 
in 1974 to 31.3 percent in 1979, before the recession drove it down to 27.4 
percent in 1981. By 1984, it had reached pre-recession levels. In the United 
States, by contrast, union density levels never passed the war-time peak, and 
had fallen to half the Canadian level by the early 1980s (Kumar, 1986, p. 
109, p. 128). 

Nor did the NDP repudiate its ties to organized labour. Nonetheless, ties 
between organized labour and the NDP, and between national and provin- 
cial elements of the NDP, were severely strained as a result of two develop- 
ments: Ottawa’s wage and price controls, and energy policy. 

The mandatory wage and price control program covered the public sector 
and 1,500 large private firms with a total of about four million employees. 
Wage increases were to be limited to 10 percent in the first year, eight 
percent in the second, and six percent in the third. Price increases were to 
be limited to increases in actual costs. An Anti-Inflation Board (AIB) was 
created to administer the program, with the power to roll-back offending 
price and wage increases. All ten provincial governments agreed to par- 
ticipate. Eight agreed to include their public employees within the program; 
the other two, Saskatchewan and Quebec, established parallel programs. 

The national NDP, led by Ed Broadbent and supported by the leader of 
the Ontario NDP, Stephen Lewis, condemned the program. Organized 
labour was bitterly opposed. The CLC and CSN announced that they would 
pull out of the Economic Council of Canada. A “day of protest” was staged 
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across the country in the fall of 1976. But all three of the western provincial 
NDP governments cooperated with the federal initiative. This caused deep 
splits within the NDP along federal/provincial and east/vest lines, and 
between the Western provincial NDP governments and organized labour. 

Organized labour was able to make offending governments - NDP and 
otherwise — pay a price. In British Columbia, it gave NDP Premier Barrett 
only lukewarm support in his 1975 re-election effort, in part because of his 
participation in the controls, thus contributing to his defeat (Morton, 1984, 
pp. 302-05). Union support for the PQ in 1976 was instrumental in bringing 
down Bourassa’s Liberals (See, 1987, p. 149). The new PQ government 
immediately cancelled the enforcement provisions of the Quebec version 
of the Anti-Inflation Board. Other governments paid attention. In 1977 
NDP Premier Ed Schreyer of Manitoba pulled his province out of the 
program, although not in time to save his government from decisive defeat 
that autumn. In Alberta, Lougheed’s Conservative government followed 
suit, albeit for different reasons. The other provinces remained in the 
program until its termination in 1978. 

Unable to defeat the program politically, organized labour turned to the 
courts, Claiming that the program exceeded the federal government’s juris- 
diction. Ottawa argued that the program was justified under the general 
powers of “Peace, Order and Good Government” because inflation was a 
problem of “national dimensions”. The majority of the Supreme Court of 
Canada held that the program was within the federal jurisdiction, but on 
the narrower ground — advanced by some provinces — that a temporary state 
of national emergency existed. The distinction was important: if a problem 
as broad and multidimensional as inflation had been determined to be a 
national concern, Ottawa would have had a broad mandate to intervene in 
many aspects of labour relations, not to mention other provincial jurisdic- 
tions. 

The narrow basis of the Supreme Court’s decision was some consolation 
for the provincial governments that had supported labour’s constitutional 
challenge. But the Court nonetheless upheld a government policy that 
deprived organized labour of what its leadership had come to view as its 
principal raison d’étre: the right to negotiate wages and working conditions 
with employers. Faced with economic and legal crisis, some CLC leaders 
re-considered their positions on the relative merits of free collective bar- 
gaining and corporatism. Meanwhile, elements of capital were moving in a 
parallel direction. The Business Council on National Issues (BCNI) was 
created to give the major corporations operating in Canada a single voice 
in dealings with government. The Council was much less hostile to the 
tripartite idea than the newspaper editors who inveighed against Trudeau’s 
New Year’s musings concerning the corporatist future that lay in store for 
_ Canada (Morton, p. 308). 
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At its 1976 convention, the CLC’s President, Joe Morris, presented 
delegates with what Morton describes as “the most radical document ever 
to come before a major Canadian labour body”, Labour’s Manifesto for 
Canada. It argued that free collective bargaining might soon become a thing 
of the past and that wage and price controls should be seen as harbingers 
of a new, and potentially more equitable, process of tripartite cooperation. 
Labour must respond constructively so that this potential would be real- 
ized. The Manifesto also called for the increased CLC control over affiliates 
deemed necessary to bargain with government and business with one voice. 
The Manifesto was unanimously adopted by the CLC after only a brief 
debate (Morton, pp. 305-06). 

In this atmosphere, Ottawa produced The Way Ahead (1976), a position 
paper that sought to define a new relationship between business, govern- 
ment and labour in the management of the economy. Proposals for a formal 
tripartite mechanism followed in Agenda for Cooperation (1977). A year 
later, the federal government launched two major tripartite initiatives: the 
Tier I and Tier II consultative forums on industrial policy (see Brown & 
Eastman, 1981). This was followed by the Blair-Carr Task Force on major 
industrial projects, which sought ways to ensure full participation of the 
Canadian manufacturing industry in large-scale resource developments 
(see Blais, 1985). 

Despite the flurry of interest and activity, however, corporatism had not 
arrived in Canada. The consultative exercises were only preliminary, and 
the proposals of the Blair-Carr Task Force soon fell victim to the extreme 
drop in oil and other primary commodity prices. Moreover, the immediate 
crisis provoked by controls was over and other problems soon displaced 
Ottawa’s limited interest in tripartism. The moment had passed within the 
CLC as well. The Manifesto was given a “discreet burial” at the 1978 
convention (Morton, pp. 307-08). If corporatism was to emerge in Canada, 
it would have to be under the auspices of a social democratic, rather than a 
Liberal, government. 

The other major source of tension within the NDP and between elements 
of organized labour was energy policy. The federal NDP helped the Liberals 
bring down the Clark government in late 1979, alienating the western 
provincial members of the party. The Liberals sweetened the deal with a 
National Energy Policy (NEP) that increased the role of PetroCan and 
promised to be the first step toward “Canadianizing” other key sectors of 
the national economy. Economic nationalism, with a prod from the NDP, 
as in the years of minority government, seemed to be back on the Liberal 
agenda. But when the Liberals were returned to power with a majority, the 
appropriate parallel proved to be 1974 rather than 1972. The NDP was no 
longer necessary to Liberal power, and the wider Canadianization element 
of the plan was abandoned in the face of American hostility (Clarkson, 
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1982). The Liberals gave less ground on the revenue and management 
elements of the NEP, which were the focus of their tough bargaining with 
the Western provinces. 

If the 1980 federal election and party divisions over energy were serious 
setbacks for the NDP, the recession that began in 1981 was a serious blow 
to some elements of organized labour. Between 1980 and 1983, the United 
Steelworkers of Canada lost 25 percent of its membership, and the United 
Autoworkers, 29 percent (Morton, 1984, p. 317). Union density fell from 
31.3 percent in 1978 to 30.6 percent in 1981 (Kumar, 1986, p. 109). The 
CLC was also weakened in May 1981 by the withdrawal of twelve building 
trades unions, closely tied to conservative, American-based internationals, 
representing about 230,000 Canadian workers (Palmer, 1983, p. 295). The 
growing power of the public sector and other national unions was making 
the CLC a more activist and social democratic movement than it had ever 
been. 

In June 1982 the federal government again imposed wage and price 
controls, which became known as the “Six and Five” program. This time 
they were mandatory for federal public sector workers, restricting their 
wage increases to six percent in the first year and five percent in the second, 
but voluntary for the rest of the economy. A private sector “Six and Five 
Committee”, chaired by CPR president Ian Sinclair, was set up to en- 
courage voluntary cooperation by businesses. In July the government an- 
nounced that it would use the lever of government contracts and grants to 
extend the range of participation: firms receiving such contracts and grants 
had to convince the government that they were abiding by the guidelines in 
their own operations. The program also specified that prices administered 
by the government, including those of Crown corporations, would exceed 
the Six and Five limits only under exceptional circumstances. 

This time there was no call for formal agreements with the provinces, 
most of which had already embarked on their own restraint programs. A 
private meeting between the Prime Minister and the Premiers to enlist 
provincial support was held, but the Premiers were sceptical, arguing that 
the program dealt with only part of the economic problem and that provin- 
ces should be free to develop their own responses. Nevertheless, in the 
following months all provinces introduced public sector wage restraint 
programs of some kind. Because most of these programs followed the 
federal lead in targetting public sector workers’ wages as the principal 
budget villain, they frequently involved the imposition of new limits on 
public sector collective bargaining rights (Panitch & Swartz, 1985, pp. 
43-57). 

In Quebec, the PQ government actually took back some of the increases 
granted at the time of the 1980 referendum and, in the process, ruptured its 
links with organized labour. Bill 70 suspended the existing collective agree- 
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ment and reduced the wages of 300,000 public sector workers by an average 
of 19.5 percent in the first three months of 1983. Bill 105 decreed that public 
sector wage increases, from March 1983 until December 1985, would be 
held to levels equal to the Consumer Price Index inflation rate minus 1.5 
percent. When the public sector unions reacted to this suspension of 
collective bargaining rights by walking out illegally, the government 
responded with Bill 111, which provided: 


...fines, imprisonment, and decertification of bargaining agents if the strike did 
not end immediately. The Bill exempted Quebec from the Canadian Charter of 
Rights and suspended sections of the Quebec Charter of Human Rights. Ab- 
sence from work by covered employees was considered prima facie evidence of 
guilt. Fines and firing could take place via a simple government order. Normal 
legal protection such as individual trials and the right to present evidence in one’s 
defense were also removed. 

(Panitch & Swartz, 1985, p. 47) 


Following its 1983 re-election, the Social Credit government of British 
Columbia outdid Ottawa and Quebec City. Twelve new pieces of legislation 
coupled a restraint program to provisions rolling back the gains made by 
organized labour in the 1970s. At least 25 percent of public sector jobs were 
to be eliminated over 18 months. The current contract with government 
employees was legislated out of existence. A “permanent system of wage 
controls” for government employees, virtually suspending public sector 
collective bargaining rights, was created. New restrictions were placed on 
private sector union picketing and decisions to strike (Panitch & Swartz, 
1985, pp. 47-51). There were major cuts in social spending, rent controls 
were terminated and the provincial Human Rights Commission was dis- 
mantled. A province-wide coalition of affected groups, “Operation 
Solidarity”, was able to extract a few concessions — the government retracted 
legislation granting it the right to dismiss civil servants without cause — but 
if its point was blunted, its overall thrust was not deflected (Palmer, 1987; 
Morton, 1984, pp. 318-19; Sypowich, 1986). 

In Saskatchewan, Premier Grant Devine’s Conservatives, elected in April 
1982, were also engaged in rolling back NDP labour legislation. Bill 104, 
passed in June 1983, contained many provisions designed to weaken 
labour’s bargaining power vis-a-vis capital: it broadened the definition of 
workers who could be considered management, thus denying the right to 
union representation; it permitted non-union members ofa bargaining unit 
to vote in strike votes; a “free speech” provision extended management’s 
tights to “communicate” with workers during organizing drives and con- 
tract negotiations, creating more scope for the intimidation that the earlier 
rules had been intended to limit. Fines for contraventions of the Act were 
increased and made applicable to the union as a legal entity, as well as to 
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individual members. In December 1983 Bill 24, An Act to Repeal the 
Construction Industry Labour Relations Act, was passed (Panitch & 
Swartz, 1985, pp. 52-53). 

Premier Lougheed’s Conservatives also reduced labour rights in Alberta. 
Bill 110, passed in November 1983, also applied to the construction in- 
dustry. Extensive protests by the Alberta Federation of Labour kept it on 
the shelf, but the Labour Relations Board proceeded to reinterpret the 
province’s Labour Code in ways that achieved the intended effect of Bill 
110, and extended it to all sectors. Twenty-five hour lockouts, permitting 
employers to hire new employees before unions went on strike, were held 
to be legal, as was the practice of creating a non-union, “spin-off” corpora- 
tion in order to escape an otherwise binding collective agreement. Bill 44, 
passed in June 1983, outlawed strikes by all nurses and hospital workers, 
and restricted the already limited strike rights of other public employees. 
All disputed collective agreements were to be submitted to arbitration, and 
the Minister, rather than the parties directly involved, would determine the 
issues to be resolved by the arbitrator. These provisions, among others, 
prompted the International Labour Office to condemn Bill 44. Premier 
Lougheed declared that he would override the Charter of Rights to ensure 
that Alberta Union of Public Employee members never got the right to 
strike (Panitch & Swartz, pp. 52-54; Nikiforuk, 1987). 

Only in Manitoba, where the NDP was restored to power under the 
leadership of Howard Pawley in 1981, did organized labour register major 
gains in this period. A new labour relations act was introduced in 1982, 
followed by Bill 22 which streamlined certification processes, and increased 
the government’s role in conciliation and mediation in ways favourable to 
labour. On a smaller scale, Ontario passed legislation in 1983 placing some 
limits on the use of professional strike-breakers (Panitch & Swartz, 1985, 
pp. 56-57). 

Insummary, in the decade between 1974 and 1984 the federal government 
pursued a “third way”, interventionist but not pro- labour, between dualism 
and corporatism. Provincial governments, on the other hand, moved toward 
the poles described by Goldthorpe. The governments of British Columbia 
and Alberta led the way toward dualism. Quebec moved toward pro-labour 
corporatism until 1983, while the Blakeney government of Saskatchewan 
played that role for English Canada until its defeat in 1982. 


Region: Province-Building and the Battle over Resource Rents 


If attempts to address stagflation by suspending free collective bargaining 
exacerbated class differences, efforts by both orders of government to 
promote economic diversification and development heightened regional 
tensions. But because regions had provincial representatives, such conflicts 
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of interest were manifested in, and sometimes exaggerated by, federal- 
provincial conflict in a way that had no parallel in the case of class conflicts. 
We have already traced the regional disintegration of the party system and 
its legacy of alienation. Now, over-burdened by the intense conflicts over 
energy, intergovernmental mechanisms proved incapable of functioning as 
instruments of joint economic policy formation. None of the institutions of 
federalism appeared capable of bridging the differences. 

The result was an era of unprecedented “competitive state-building” and 
mutual frustration, as new policies developed by one government, inten- 
tionally or not, frustrated the purposes of new policies developed by others. 
Throughout the period, the battle over resource rents simmered in the 
background, poisoning the atmosphere and culminating, after the second 
OPEC oil price increase in 1979, in the titanic battle over the NEP. 

We first sketch the matrix of industrial and regional policies developed 
by each order of government, including a brief discussion of the controversy 
surrounding the Crow’s Nest Pass Rate, which well illustrates the political 
difficulties facing any regional/industrial policy in Canada. We then turn to 
a more detailed examination of the energy policies which increasingly 
dominated attention as the decade wore on. 


The Policy Background 


Provincial Industrial Policies | Several factors combined to increase the 
scope and ambition of provincial industrial policies in the 1970s. Increased 
revenues, especially in the west, enabled provinces to become “more 
autonomous and effective actors” by expanding the range of their policy 
tools, particularly public enterprises (Chandler & Chandler, 1979, p. 43). 
The new classes which the resource boom and state growth created became 
the base of the new political coalitions that insisted on the realization of 
that potential. Their immediate goal — to diversify and stabilize their 
economic base — implicitly rejected the doctrine of comparative advantage 
based on regional specialization and the market forces which could be 
expected to reinforce it. 

The goal of much provincial government policy was to counteract federal 
policies viewed as discriminatory, ineffective or contrary to provincial 
economic interests. Fundamentally, provincial governments saw the 
province as the principal economic unit in terms of which the costs and 
benefits of both federal and provincial economic policy ought to be as- 
sessed. As Premier Bennett told the 1978 First Ministers’ Conference on 
the economy: “In listening to my fellow First Ministers here, I must say that 
what has come out clearly to me, is...that we are not a single national 
economy; we are a country with distinct regions, with distinct economies 
unique to themselves, that need the attention and cooperation of the 
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governments in meeting their own specific aspirations and needs” (in 
Brown & Eastman, 1981). 

The people of each province had probably always tended to evaluate 
economic policy from such a perspective, but in the past their provincial 
governments had either lacked the resources to advance such a vision, or 
been run by elites ideologically opposed to large-scale state intervention. 
Now, except for the poorer Atlantic provinces, neither of these conditions 
applied. The result was that, as one survey concluded, “Many of the creative 
and innovative aspects of industrial policy today in Canada are to be found 
not at the national level, but rather within the jurisdictions of provincial 
governments” (Jenkin, 1983, p. 44). 

While sharing a decentralizing orientation, provincial policies varied in 
accordance with the ideologies of government leaders, the relation of the 
governing parties to local interests, and the financial resources available to 
the provincial government. 

The goal of the Western provinces was to use the revenues made available 
by the energy boom to strengthen and diversify their economies, to redress 
the historic grievances of the region, and shift the balance of economic and 
political power in the nation. Alberta Premier Peter Lougheed expressed 
these aims in a 1974 speech: “...this province’s economy is too vulnerable, 
it is too dependent on the sale of depleting resources, particularly oil and 
gas for its continued prosperity”. Alberta must plan for the “inevitable day” 
when the oil and gas ran out: “We can’t rely on the federal bureaucrat or 
the establishment in Toronto to do it for us. For our objective means a 
fundamental change in the economy of Canada, a shift in decision-making 
westward, and essentially to Alberta” (in Pratt & Richards, 1979, p. 215). 
Albertans must, in short, reduce the degree to which their future “quality 
of life” depends upon “governments, institutions or corporations directed 
from outside the province... . We must strengthen competitive free 
enterprise by Albertans which to us means giving priority to our locally 
owned business...” (in Jenkin, 1983, pp. 52-53). In pursuit of these goals, 
Alberta “now employs an arsenal of policy levers comparable to that of a 
sovereign state”, with “enormous potental for intergovernmental conflict” 
(Tupper, 1981, p. 94). 

The Lougheed government created the Alberta Heritage Savings and 
Trust Fund, into which it funnelled about 30 percent of oil and gas revenues, 
in order to create a large pool of capital for savings and investment. By 1981 
the fund held $8.6 billion in assets. The province also established a joint 
public-private Alberta Energy Corporation and played a major role in 
establishment of Nova, an Alberta corporation which grew out of the earlier 
Alberta Gas Trunk Line Ltd. In 1976, it bought Pacific Western Airlines, a 
company especially important to Alberta’s role as a gateway to the North. 
Further processing of Alberta resources was to be pursued by the newly- 
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created Alberta Oil Sands Technology and Research Authority and by the 
Alberta Research Council. Through these and other devices, funds were 
chanelled into development of petrochemicals, tourism, forestry, high tech- 
nology and medical research. The province also used the corporate tax 
system and other measures to stimulate the growth of small businesses and 
to encourage the head offices of companies with interests in the province 
to relocate in Alberta. 

Saskatchewan’s industrial strategy was based upon greater use of public 
ownership. The NDP government took control ofa large part of the potash 
industry in the 1970s, and established Crown corporations to play an 
important entrepreneurial role in other resource development, including 
oil and uranium mining. It promoted industrial development through the 
Saskatchewan Economic Development Corporation and a variety of other 
measures, including support for research and expansion of the West’s 
largest steel maker, Interprovincial Steel. In 1983, it too established a 
Heritage Fund. 

Traditionally, British Columbia’s industrial policy had focussed on 
resource development — mining and forestry — supported by major rail and 
highway projects and the aggressive development of the province’s hydro 
resources. W. A. C. Bennett, Social Credit Premier from 1952 to 1972, had 
been an agressive province-builder throughout his time in office. Some of 
his efforts, notably development of the Columbia River and the 1961 
Columbia River Treaty with the U.S., brought him into prolonged con- 
troversy with Ottawa. And, like other Premiers who proclaimed the virtues 
of free enterprise, he used the power of the state to nationalize a private 
ferry company to create the B.C. Ferry system in 1958 and to nationalize 
the province’s largest electric company to form B.C. Hydro in 1961. He also 
led efforts to create the Bank of British Columbia in 1966. In the 1970s, 
however, British Columbia also began to pursue a policy of diversification 
into manufacturing and high tech industries. 

Manitoba governments were also active in promoting forestry and power 
developments in the northern part of the province through Manitoba 
Hydro and in developing a wide variety of programs ofaid to manufacturing. 

Newfoundland was the Atlantic province that most enthusiastically 
adopted the Western model of development. The intent was to gain control 
over natural resources and then encourage backward and forward linkages, 
following the failure of major “transplants” such as the Come-by-Chance 
oil refinery and the Stephenville Linerboard mill. Foremost among these 
concerns were offshore oil and gas. There was also increasing interest in the 
development of manufacturing equipment for the fishing industry. The 
government argued that in order to ensure the development of the 
province’s resources benefitted Newfoundlanders, creating maximum 
employment for the province which had long endured the highest levels of 
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unemployment in the country and doing minimum damage to the unique 
qualities of its community, the province must control off-shore oil and gas 
development and gain greater control over the fishery. 

Nova Scotia’s industrial policies initially focussed on the long- standing 
problems of the Cape Breton coal and steel industry and on developing 
manufacturing, especially in the Halifax-Dartmouth area. But, like New- 
foundland, offshore resources — fish and oil — became increasingly impor- 
tant. There were also attempts to promote high technology manufacturing. 
New Brunswick and Prince Edward Island took a similar view of the aims 
of industrial policy and developed a parallel mix of incentives, subsidies, 
grants and government procurement policies. But none of these govern- 
ments was as activist in Orientation as Newfoundland: it had the largest 
number of provincial Crown corporations in the country (42) while the 
three maritime provinces had the fewest (Vining and Botterell, 1983). 

The concerns of the central Canadian provinces were naturally very 
different from those on the periphery. Their aim was to preserve and expand 
their manufacturing economies in the more competitive environment that 
now prevailed, both nationally and internationally. Between 1970 and 1977, 
Ontario’s share of GNP dropped from 41.9 percent to 39.9 percent; its 
growth rate was among the lowest in the country. Quebec, too, experienced 
major structural shifts, and a declining share of national GNP. 

Partly because many ofits supporters were averse to economic “planning” 
and “strategies”, and partly because it sought to maintain the existing 
regional distribution of economic activities, Ontario’s Tory government 
eschewed the rhetoric of “industrial strategy”. Still, Ontario created an 
Employment Development Fund which, among other things, provided the 
financial aid that encouraged the Ford Motor Company to build an engine 
plant in the province, and promoted capital investment in pulp and paper. 
In 1980 the province brought all its industrial development activities under 
the umbrella of the cabinet Board of Industrial Leadership and Develop- 
ment (BILD). Low cost nuclear power was expected to encourage energy 
intensive industries to locate in the province, minimize dependence on 
expensive imported oil, and encourage the development of electrical rail 
and urban transit technology. Ontario also established several technology 
development centres. All the same, Ontarions, more than other Canadians, 
looked to federal economic policies. 

Quebec’s industrial policies after 1960 have already been discussed. In 
this period, the James Bay Development Corporation and agreements with 
Newfoundland for the production and export of Labrador hydro power, 
expanded its original hydro-electric strategy. Quebec also became more 
interested in promoting high tech industries. Pressure was placed on Ot- 
tawa and its Crown corporation, Atomic Energy of Canada Ltd. to locate 
experimental nuclear reactors in the province, although hopes of estab- 
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lishing a major nuclear industry in Quebec dimmed as the costs of nuclear 
power sky-rocketted in the late 1970s. Attention shifted to other hi-tech 
industries in the 1982 policy review entitled Le virage technologique. More 
than any other province, Quebec was also concerned with the control of 
investment in the province, creating a network of publicly-owned financial 
institutions — the Société Générale de Financement, an investment and 
holding corporation; the Société de Developpement Industriel, providing 
development loans and grants; and the Caisse de Depdt et de Placement, 
mobilizing assets of the Quebec pension plan for development purposes — 
and expanding their roles in these years. By 1982, the Caisse had assets of 
$14.5 billion and holdings in 183 companies. With these policies, successive 
Quebec governments moved deliberately to create a modern Quebec busi- 
ness class. 


Federal Regional and Sectoral Policies | Federal industrial policy in the 
early 1970s remained confused and fragmented. Initiatives were divided 
among anumber of departments and ministries, with only limited coordina- 
tion among them (French, 1980). Existing programs, represented “a 
patchwork of industry-by-industry and some across-the-board incentives 
and programs, produced without much consultation with business and 
labour” (Doern & Phidd, 1983, p. 275). Nor were these initiatives coor- 
dinated with regional policy. The wide-ranging review of DREE, conducted 
between 1971 and 1973, concluded that its activities were not clearly 
focussed or well-integrated with provincial programs, and they had con- 
tributed to federal-provincial tensions. DREE was subsequently decentral- 
ized, with staff working more closely with individual provinces. The 
instrument of this new approach was the General Development Agreement 
(GDA), which identified general objectives and specified subsidiary agree- 
ments on particular projects. GDAs were managed by committees of 
provincial and local DREE officials. Funding was shared but the provinces 
actually operated the programs. By 1974 GDAs had been signed with all 
provinces (Lithwick, 1986, pp. 129-33). 

As the decade advanced, there were several efforts to reform the federal 
industrial policy process. In 1977 Deputy Ministers in departments with 
policies bearing on industrial policy were brought together as “DM 10” to 
plan for the post-controls period. In 1978 the Board of Economic Develop- 
ment Ministers (BEDM) - later to become the Cabinet Committee on 
Economic Development and still later the Cabinet Committee on 
Economic and Regional Development — was created to try to coordinate 
development spending. ‘The committee was served by a new central agency, 
the Ministry of State for Economic Development, which took control over 
the economic development expenditure envelope. 
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Ottawa’s strategy paper, Economic Development for Canada (Ottawa, 
1981), defined the national industrial strategy that the November 1981 
budget sought to implement (Lithwick, 1986, pp. 133-34). It argued that the 
dramatic increase in the price of oil and gas over the previous eight years 
represented a “fundamental and essentially permanent shift...that 
strengthens Canada’s traditional advantage in the production of basic 
commodities, [and] related manufactured goods on the one hand, and 
increases the comparative disadvantage of many standard manufactured 
products on the other”. As a result, the best foundation for a national 
industrial strategy lay in “the development of Canada’s rich bounty of 
natural resources” (Doern and Phidd, 1983, p. 437). The strategy had an 
important political rationale as well — it was believed that this focus would 
reduce inter-provincial conflicts over the location of manufacturing. 

Soon, however, the slump in international oil and gas prices undermined 
the assumption that a permanent shift in the terms of trade had taken place. 
By 1984 Liberal leaders had lost faith in their capacity to predict the future 
and to reconcile regional economic differences. Sympathy for market “solu- 
tions” increased correspondingly, reflected in the final report (1985) of the 
federal Royal Commission chaired by Donald Macdonald, the former 
Finance Minister who had ushered in the new era of government interven- 
tion only a decade before. 

Trudeau also became disillusioned with the collaborative, decentralized 
approach to regional policy embodied in the GDA strategy. It was perceived 
to give Ottawa too little credit for its regional development activities. 
Moreover, it reduced Ottawa’s capacity to impose its priorities on develop- 
ment within provinces (Aucoin & Bakvis, 1984). As Prime Minister 
Trudeau put it in 1982: “The federal government has responsibilities in 
regional economic development and we plan to meet these responsibilities, 
and be held accountable for them, by dealing more directly with the 
problems and opportunities of Canadians” (in Doern, 1982b). 

Economic and Regional Development Agreements (ERDAs) provided 
a new framework within which each government would design and operate 
its own programs. This implied a change in the definition of “regional 
policy”. In the past it usually referred to policies aimed at slow growth areas, 
but it now meant the regional dimensions of all national policies. These 
changes were reflected in departmental reorganizations. DREE and ITC 
were combined as the Department of Regional Industrial Expansion 
(DRIE), in an effort to end the traditional split between DREE (aimed at 
the poorer regions) and ITC (aimed at serving the manufacturing interests 
concentrated in central Canada). A large number of DREE and ITC 
programs in regional and industrial development were combined under a 
new omnibus Industrial and Regional Development Program. Many 
regionally-focussed activities were allocated to other departments and all 
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were expected to make the regional dimension a major part of their activity. 
The Ministry of State for Economic Development was expanded to become 
the Ministry of State for Economic and Regional Development (MSERD). 
The new program also called for better coordination of the activities of all 
federal Departments in the provinces, and for efforts to establish closer 
links between Ottawa and local economic interests through the appoint- 
ment of senior federal officials, known as Federal Economic Development 
Coordinators, in each province. 

These changes were greeted with hostility by some provincial govern- 
ments, which saw them as yet another element of the attempts to reassert 
federal power. Interests in Atlantic Canada were afraid that the shift in 
focus would mean less attention to their needs. Nor did everyone in Ottawa 
approve. A 1982 Senate Committee report sharply attacked the changes, 
arguing that the GDA system had accomplished the difficult task of coor- 
dinating federal and provincial policies “magnificently” (1982, p. 82). Who 
now, the Committee asked “will champion the cause of the least developed 
regions?” (1982, p. 11). With the disbanding of MSERD in 1984, the 
organization of Ottawa’s industrial policy, to say nothing of its substantive 
objectives, was again thrown into question. 


The Crow’s Nest Pass Rate The re-negotiation of the Crow’s Nest Pass 
Rate sheds light on how regional/sectoral policy changes worked after 1982. 
It illustrates both the difficulty faced by the federal government in devising 
regionally acceptable industrial policies and the changing economic bases 
of western regionalism. 

The Crow rate, which fixed the price for transporting western grain to the 
ports in 1897, had long been viewed by western farmers as a quid pro quo 
for the land grants and other benefits initially given to the railways, and as 
partial compensation for the higher prices they had to pay for tariff- 
protected manufactured goods from central Canada. Unchanged since its 
creation, the Crow Rate had been enshrined in law in 1925, permanently 
fixing the price of transporting western grain. By the 1970s the economic 
costs of the Crow Rate were becoming intolerable. Railway revenues for 
grain transport were a small and declining proportion of the actual costs. 
Already facing severe economic problems, the railways had little incentive 
or revenue to undertake modernization of the western grain transportation 
system. Yet, such transportation problems were costing Canadian wheat 
farmers dearly as promised shipments to international buyers failed time 
and again to be delivered on time. Moreover, because only grain benefitted 
from the subsidized rate, economists argued that the system led to massive 
distortions in the allocation of resources — encouraging excess grain produc- 
tion on marginal land at high prices, discouraging diversification into crops 
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not subsidized by the rate, and discriminating against such industries as 
feedlots and meat-packing. 

In 1982, the federal government appointed the Task Force on Western 
Grain Transportation (The Gilson Commission). No-one seriously 
proposed abolishing the subsidies altogether. The issues were, rather, the 
products which would be subsidized, the levels of those subsidies, and the 
methods by which they would be paid. Would they, for example, go to the 
railways, allowing them to recover their actual costs and providing them 
with the means to upgrade a transportation system in which they and the 
grain elevators would continue to enjoy quasi-monopoly status? Or would 
they be paid directly to the wheat farmers, allowing them to make their own 
decisions as to how to transport their produce? 

The Western Grain Transportation Act, based on the recommendations 
of the Gilson Commission, created a fund to be paid directly to the railways, 
leaving the rates paid by producers well below actual costs. Future cost 
increases would be shared by the producers and the federal government. 
The range of products to which the preferential rates applied was increased. 
Railways were required to invest in improvement of the transportation 
system, with provisions for withholding of the federal subsidy if they did 
not. There was a “safety net” to ensure transportation prices did not exceed 
a specified fraction of the price of grain. A representative Senior Grain 
Transportation Committee was established (although it did not include 
provincial government members) and there were provisions for a com- 
prehensive review of the operation of the new policy. 

The debate that ensued had many characteristics of traditional federal- 
provincial and east-west battles, with the family farm and the traditional 
prairie community ranged against an unholy alliance of the railways and the 
central government. But now the regional basis of these conflicts of interest 
was much less clear-cut. Western interests were divided: grain growers 
against the producers and processors of agricultural products not covered 
by the special rate; the Saskatchewan government championing the 
freedom of individual farmers to choose their preferred mode of transport 
against the Manitoba and Saskatchewan wheat pools which feared the 
erosion of the railway-linked elevator system, backed by Quebec livestock 
producers who feared heightened competition from the west. Western 
provincial governments took widely varying positions on the issue. The 
Saskatchewan legislature voted unanimously to oppose the federal plan; 
the British Columbia legislature warmly endorsed it. 

The legislation went ahead. In spite of all the sound and fury many of the 
distortions of the old system remained. The railways benefitted over other 
modes of transportation; grain producers, wheat pools and the Quebec 
livestock industry benefitted while the western livestock and processing 
industry gained nothing. Nevertheless, the symbolic mould had been 
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broken. The issue illustrated Ottawa’s willingness in this period to exercise 
its constitutional authority on contentious issues central to the character 
of the economic union. It reflected the New Federalism in that there was 
little consultation with the provinces and a strong desire to forge direct links 
with the interests involved. It showed how much political energy was 
required to alter, even in limited ways, long-standing elements of the 
regional economic accomodations which underpin modern Canadian 
federalism. In 1984 western farmers paid an extra 2.5 cents per bushel to 
have their grain transported, the first increase since the inception of the 
Crow Rate. Yet even now, most of the original features of the Crow Rate 
remain intact. 


Conclusions _Not all of the industrial policies developed by the federal 
and provincial governments were in conflict with one another. In many 
cases, particular policies were beneficial to province and nation. But the 
more diversified provinces sought to make their economies, the wider the 
range of industries for which they were in effective competition with each 
other. Many commentators were disturbed by the increased economic 
activism of the provinces. Politically, they argued that province-building put 
the welfare of the provincial part above that of the national whole, eroding 
the primary federal responsibility for economic management and erecting 
internal barriers to the free movement of citizens that would undermine a 
common sense of citizenship. 

Economically, they argued that much provincial intervention was a was- 
teful, inefficient and ultimately futile effort to hold back the tide of market 
forces. So, for example, business economist Ed Neufeld claimed that “In- 
adequate coordination of industrial policies” was among the leading causes 
of declining productivity (1984, p. 17). Decentralization, he argued, en- 
couraged both greater intervention and less focussed policy. Federalism, 
therefore, posed much greater difficulties for industrial than for macro- 
economic policies. Industrial policies “will test the economic viability of the 
federation in a way that was not true in the earlier postwar decades when 
macroeconomic policies predominated” (1984, p. 29). 

Those arguing for a more interventionist industrial strategy decried 
fragmented powers and difficulties of coordination. Those arguing for a 
more market-oriented strategy decried the effect of internal impediments 
to the internal market which threatened to dissipate the benefits of the 
Canadian economic union (Maxwell & Pestieau, 1980). 

These concerns fused in the debate over the economic union during the 
constitutional negotiations. They were also manifest in federal legislation 
to ensure greater control over provincial purchases of airlines and, in Bill 
S-31, which was designed to stop provincially-owned crown corporations 
acquiring more than 10 percent of federally-regulated transportation and 


234 Chapter 10 


communication companies (see Tupper, 1983). The Bill had been 
prompted by the possibility that Quebec’s Caisse de depéts might gain 
control over Canadian Pacific, and the fear that such control could be used 
to favour Quebec interests in company decisions. The Bill generated a lively 
debate in Quebec. Even members of the federal Liberal caucus saw it as an 
attack on the new Quebec business class whose growth had been fostered 
by agencies such as the Caisse. The Bill eventually died, but continuing 
concern over related matters was a major motive for appointment of the 
Royal Commission on the Economic Union and Development Prospects 
for Canada (the Macdonald Commission) in 1982. 

These concerns proved exaggerated. While it was possible to draw up long 
lists of barriers, research conducted for the Commission indicated that their 
ageregate economic effects were quite small and certainly could not be 
considered a major cause of declining Canadian competitiveness and as- 
sociated economic difficulties (Macdonald Commission, Report, Vol.3, 
1985, p. 120). Michael Atkinson found that interprovincial competition for 
investment has been relatively restrained, that federal and provincial 
policies were as often complementary as conflicting, and that the continu- 
ing capacity of the federal government to manage the economy has “never 
been in doubt” (1984). 

The novelty and extent of province-building initiatives was also found to 
be exaggerated. “Provincial governments have aimed to attract manufac- 
turing and to stimulate diversification since the time of the National Policy” 
and while the use of Crown corporations increased dramatically, provincial 
spending on economic development, as a proportion of total spending, 
actually declined from 32 percent in 1951 to 14 percent in 1976 (Young, et 
al, 1984, p. 799, p. 797). Even in this heyday of province-building, federal 
spending on economic development-related projects dwarfed provincial 
efforts in sector after sector. Of $7 billion in state aid to industry in 1980, 
four-fifths was federal. Moreover, the federal government came to play a 
major role in province-building through its regional development policies. 
Many of the identified “distortions” to efficiency in the economic union 
were found to be the result of federal policies. The major distortion was in 
industrial assistance programs, mainly operated through Industry, Trade 
and Commerce and going to central Canada, rather than in regional 
development programs (Savoie, 1986, pp. 122-23). 

Nor were federal regional and industrial development expenditures large 
by international standards. An important comparative study listed 20 dif- 
ferent regional policy instruments. Canada and the United States employed 
far fewer than unitary states such as Britain or Norway, or than other 
federations, such as Germany and Australia. Unitary Italy, with disparities 
similar to Canada’s, utilized a far greater array of instruments and was 
considerably more successful in reducing interregional differences in per 
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capita income. Only France and the United States devoted a smaller 
proportion of government spending to direct regional assistance. Indeed, 
the study suggested that rather than leading to a greater commitment to 
regional redistribution, federalism might inhibit it, because the central 
government has fewer tools to undertake the task and provincial govern- 
ments can be used as much to protect privilege as to bargain for greater 
redistribution. Because such a large proportion of regional development 
expenditures in a federation take the form of transfers, they may at once be 
more controversial, and less expansive (OECD, 1979). 


Energy Policy 


The difficulties of industrial policy in a federal system are two-fold. First, 
it must benefit all regions and strengthen linkages among them and, second, 
it must find an appropriate division of labour among governments in 
carrying them out. Nowhere were these challenges more difficult than in 
the energy sector between 1973 and 1983. In 1973, the OPEC capped a series 
of small increases with a quadrupling of prices. In 1979, following the 
Iranian revolution, there was a further doubling of prices. In Canada, the 
effect was to “internalize in the form of sharp federal-provincial conflict, 
the struggle raging internationally between oil importing and exporting 
countries” (Nelles, quoted in Doern & Toner, 1985, p. 37). 

Energy divided Canada regionally as did no other issue. The territorial 
distribution of energy resources combined with the allocation of ownership, 
taxing and trade powers to maximize division. “It unveiled with shocking 
clarity the intergovernmental conflict of interests in Canadian energy 
politics” (Doern & Toner, 1985, p. 169). This had not been the case before 
the 1970s. Both federal and provincial governments had agreed on the need 
to encourage natural resource development and promote exports. With the 
Borden Line along the Ottawa River, a large part of the Canadian market 
had been reserved for western oil, which then cost more than imported oil. 
But now regional conflicts of interest were substantially reduced. 

The consuming provinces, led by Ontario, wished to restrain price in- 
creases as much as possible to benefit both domestic and industrial users, 
and to ensure that the revenue gains would be shared widely across the 
country. Ontario argued that world oil prices bore no particular relation to 
the costs of production, either in Saudi Arabia or Canada, but rather were 
merely a reflection of the new market power of the OPEC cartel. Adopting 
such prices could not, therefore, be justified on efficiency grounds. Lower 
Canadian oil price increases would dampen inflation and provide a com- 
parative advantage for Canadian industry. 

The producing provinces wished to capitalize on their ownership of the 
resource by retaining full control over its management, by moving as fast as 
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possible to world oil prices, and by capturing the lion’s share of increased 
public revenues. Alberta and the other oil producing provinces argued that, 
whatever their origins, high energy prices seemed likely to prevail hence- 
forth. Any short-term competitive gains resulting from subsidized oil prices 
would be more than offset in the long run as Canada’s competitors became 
more efficient energy users. If Canada were totally self-sufficient, now or in 
the forseeable future, the picture might be different. But since it was not, 
and since maintaining prices below world energy prices would discourage 
new investment in exploration, Canada would have to adapt. It was better 
to do it now, while competitors faced the same difficulties, than later when 
competitors had solved their problems and Canada had not. 

The federal government had a far more complex set of conflicting 
demands to resolve. In response to consumer interests it wanted to limit 
price increases, but it also wanted a single Canadian price. The greater the 
discrepancy between domestic and world prices, the greater would be the 
drain on the federal treasury in the form of subsidies for the imported oil 
on which the east coast still depended. On the other hand, if the discrepancy 
were reduced to zero, Ottawa’s commitments under the existing equaliza- 
tion system would mushroom. Either way, Ottawa needed a greater share 
of windfall resource revenues. The federal government had to reconcile 
several other partly contradictory goals: reducing energy consumption, 
promoting Canadian ownership in the industry, ensuring security of future 
supplies, and developing new reserves in the so-called “Canada lands” in 
the north and off-shore. While necessarily responsive to majority interests, 
the federal government also saw itself as “the arbiter of provincial inter- 
ests...the only government able to strike a compromise between producer 
and consumer interests” (Doern & Toner, 1985, p. 175). 

The redistributive stakes were enormous. A 1979 Ontario government 
paper estimated that a $7 per barrel increase in the price of oil would add 
$3 billion to the coffers of the producing provinces, while adding 3.2 percent 
to the Ontario inflation rate and reducing its GPP by 1.5 percent (Simeon, 
1980, p. 183). The revenue bonanza, Ontario argued, was creating massive 
inequalities in the revenues of provincial governments. By 1980, for ex- 
ample, Alberta’s revenues from its own sources were 232 percent of the 
provincial average. The Ontario paper argued that “the eventual size of 
fiscal imbalances created by revenue flows of these orders of magnitude is 
staggering and represents a significant challenge to the flexibility of the 
central financial arrangements of Confederation”. It concluded that “petro- 
dollars, not constitutional lawyers are rewriting our constitutional system”. 

The Alberta government responded with a study estimating that between 
1974 and 1981 the oil producing region had subsidized the other regions of 
the country to the tune of about $40 billion. The Economic Council of 
Canada, with a less immediate stake in the outcome of these statistical 
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battles, estimated that in 1980 alone Canada’s less-than-world prices rep- 
resented between $12 billion and $15 billion in revenues lost to the Alberta 
government. 

Questions of regional redistribution were so large and important that it 
was impossible not to believe that, in the final analysis, Ottawa’s policy 
decision would be determined primarily by a choice between the conflicting 
interests of the two competing sectors and regions. Ottawa’s preference for 
below-world prices was interpreted as a victory for the non-producing 
regions, not only in consequence but also in intent. “Now once again, 
Canada was calling on the west to...help salvage the viability of the nation. 
Many in the west felt that too much had been asked in the past and too much 
was being asked again” (Conway, 1983, p. 201). 


The First OPEC Price Increase _In the wake of the 1973 price hike, the 
federal government acted quickly. It immediately froze the price of domes- 
tically produced oil and introduced a subsidy scheme to guarantee the same 
lower prices to Canadian consumers east of the Ottawa River. Ottawa also 
announced plans to extend the pipeline carrying western oil east to 
Montreal. The moves were a precursor of the kind of unilateralist thrust 
and riposte which was to characterize energy politics throughout the decade 
(Doern & Toner, 1985, p. 172). Meanwhile, provinces also moved to 
strengthen their hands in price setting: Alberta established a Petroleum 
Marketing Commission in December 1973. 

Both orders of government also moved to increase their share of energy 
revenues. Ottawa’s response to increased provincial levies was to impose 
an export tax on oil and gas going to the United States, in order to collect 
the difference between the domestic and international price. The 1974 
federal budget announced that henceforth provincial royalty payments 
could not be deducted from corporate income tax obligations, angering 
both the provinces and the industry which rightly felt itself caught in the 
intergovernmental squeeze. Faced with a “capital strike” — cancelled 
projects and a highly-publicized exodus of drill-rigs to the United States — 
governments were forced to reduce royalties and provide new incentives. 
Protection from this type of response, in turn, became an additional ration- 
ale for the creation of PetroCanada. Ottawa also moved to limit its escalat- 
ing obligations under the equalization program which, under the existing 
formula, would have made Ontario (hitherto the richest province) eligible 
to receive federal transfers by 1977. From 1974 Ottawa would only equalize 
one-third of the additional revenues. In 1977 the formula was changed to 
take account of only half of non-renewable resource revenues and to ensure 
that no more than one-third of equalization payments would be derived 
from resource revenues. In 1978 the rule was changed again to render 
ineligible any province with a per capita income above the national average. 
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These federal moves were seen by the producing provinces as unwar- 
ranted infringements of their ownership rights. As the conflict intensified, 
both orders of government sought to increase their legal and political 
capacity to act in the energy field. In 1975 Ottawa passed the Petroleum 
Administration Act, giving it the power to ration supplies in an emergency, 
and authorizing unilateral federal action in the event of failure to reach 
agreement on prices with producing provinces. Provinces were concerned 
that this legislation might give Ottawa powers beyond the taxing and 
control of interprovincial and international trade, to intervene in pricing 
and other regulatory matters, “right down to the well-head”. PetroCanada 
also gave the federal government leverage in negotiations with the provin- 
ces. 

Alberta and Saskatchewan created new Crown corporations to par- 
ticipate directly in oil and gas development, and Alberta introduced a 
provincial marketing commission to strengthen its control. Saskatchewan 
introduced legislation to socialize a large part of the potash industry, to 
bring all freehold oil and gas rights under Crown ownership, and to ensure 
that the province received the windfall from the post-1973 oil price in- 
creases. Both measures were challenged in the courts, where the federal 
government joined private plaintiffs against Saskatchewan in defence of its 
powers over trade and commerce. In the potash case, the Supreme Court 
held the Saskatchewan legislation to be an infringement on the federal trade 
and commerce power. In the CIGOL case it held that the province was 
imposing an indirect tax and setting prices outside the province. These 
decisions led provincial governments to redouble their efforts to use public 
ownership to secure their positions and to seek protection of their power 
to manage resources in the constitutional arena. As Premier Blakeney put 
it: federal policies “led us to demand constitutional change” (in Conway, 
1983, p. 212; also Blakeney, Leitch, Lougheed, Macdonald, Timbrell & 
Trudeau, in Meekison, 1977). 

The oil and gas issues raised fundamental questions of principle and 
constitutional law. As the holders of the constitutional right to control the 
devlopment and direct taxation of their natural resources, were the produc- 
ing provinces entitled to the full benefits of these revenues? Or could 
Ottawa legitimately claim that, while the constitution assigned these roles 
to the provinces, all resources were in some final sense the patrimony of 
the national community? “Is Canada a single community or only a loose 
confederation or coalition?” asked A. M. Moore, an economist, at one 
conference. His answer, from which clear prescriptions flowed, was: “I like 
to think of Canada as a single nation, a single community” (in Simeon, 1980, 
p. 184). As usual, the constitution itself afforded no definitive resolution to 
such questions. It permitted both orders of government to lay claim to 
oil-related revenues — Ottawa through its unlimited power to tax, and the 
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producing provinces through royalities on production. Provincial powers 
flowing from ownership had to be reconciled with federal powers over 
international and interprovincial trade and commerce. 

Despite the high constitutional, political, economic and personal stakes, 
the federal and provincial governments were able to achieve some form of 
compromise on the pricing and revenue- sharing issues in the period before 
the second OPEC price increase of 1979. Between 1973 and 1978, Canadian 
oil prices rose to 80 percent of international levels by a series of staged 
increases. Over the same time period the federal share of oil revenues 
increased from $182 million to $876 million, or from 5.2 percent to 9.5 
percent of the total. The provincial share rose from $681 million to $4.3 
billion, or from 27 percent to 46 percent. Both increases had been at the 
expense of the producing companies, whose share of total income dropped 
from 65 percent to 44 percent (EMR, 79; Federal Year in Review, 1979, p. 
89, Table 3). Moreover, the two orders of government were able to 
cooperate in some developmental areas, one of the most important being 
their shared financing of the Syncrude oil sands plant after several private 
participants pulled out of the project. 


The Second OPEC Price Increase _— By 1979, the time of the second 
dramatic oil price rise, there was a new government in Ottawa. Prime 
Minister Clark’s minority government, elected in May 1979 with 35.9 
percent of the vote and 136 seats, had strong representation from the West. 
But the Tories were very weak in Quebec, with only 13.5 percent of the vote 
and two seats. Although their support in Ontario was substantial, it was 
also soft. The Liberals, with 40.1 percent of the vote, won 114 seats; the 
NDP, with 17.9 percent, won twenty six. 

The Clark government was committed both to improving Ottawa’s 
relationships with provincial governments and to a more market-oriented 
approach to economic questions. Partisan differences would no longer 
count for much, since most provincial governments, including those of the 
central protagonists, Ontario and Alberta, were also Conservative. If any 
federal government was to find compromise, it should have been this one. 
For these reasons, the brief tenure of the Clark government is of particular 
interest. When the oil pricing dilemmas arose for a second time in six years, 
the reaction of both orders of government affords an excellent opportunity 
to assess the degree to which changes in the orientation of the federal 
government — as distinct from the unchanged logic of regional conflicts of 
economic interest — affected levels of federal-provincial conflict. 

The 1979 price hike was only half as large, and less ofa surprise, than that 
of 1973. But predictions that the change in Ottawa would smooth the 
negotiations proved naive. Sharp disagreement between Ontario and AI- 
berta remained, showing that the conflicts of the previous six years were 
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largely independent of any particular government. Where such intense 
regional conflicts of regional economic interest existed, federal-provincial 
tension would follow, even with the best will on the part of the political and 
bureaucratic elites. The attempt of the Conservatives to walk a tight-rope 
between the demands of their Alberta and Ontario party “brethren” failed, 
with disastrous political consequences (Doern & Toner, 1985, p. 187). 

At the summer Premiers’ Conference of that year Ontario released Oil 
Pricing and Security, a paper which argued strenuously against further price 
increases and called instead for the creation of a “National Energy and 
Employment Adjustment Program”. Afraid of a “sell-out” and frustrated 
that Ontario was not at the bargaining table, Premier William Davis 
campaigned publicly against the energy deal he felt was being cooked up by 
his Tory colleagues in Ottawa. Clark’s proposed price increase, he argued, 
was “an excessive and imprudent response to the claims of the producing 
provinces and the petroleum industry” and involved an “unrelenting com- 
mitment to an artificial, erratic and soaring world price — a price set by 
interests and circumstances foreign to Canada and our economic realities” 
(in Doern & Toner, 1985, p. 192). Ontario proposed an alternative pro- 
gram, to be funded by new federal revenues and a large share of the receipts 
of the producing provinces. 

Alberta rejected the proposal as an “attempt to change the basic concept 
and arrangements of Confederation which left the ownership of natural 
resources to the provinces”. Its position remained unchanged: the resources 
belonged to the province; they were depleting; the difference between world 
and domestic prices was simply a subsidy to the rest of the country. Sas- 
katchewan supported Alberta. Premier Blakeney, speaking at Queen’s 
University in 1980, argued that if Ontario’s Tories had been willing, over 
the years, to develop a resource regime that captured a larger share of rents 
for Ontario’s citizens, as opposed to foreign multinationals, it could have 
had its own heritage fund too. Instead, their free enterprise ideology now 
left them in a position in which they were obliged to try to siphon off the 
resource rents rightly belonging to more prudent, responsible western 
governments and their people. 

In a long series of negotiations the Clark government tried to square the 
circle. It was willing to concede sharply higher prices in return for Alberta’s 
participation in an Energy Bank and Stabilization Fund, the purpose of 
which was, in part, to recycle petro-dollars. Alberta rejected the idea. It is 
not clear whether Ottawa and Alberta negotiators ever reached a tentative 
agreement. But with a budget to produce, the Conservatives had to act. The 
December budget called for rapid price increases, a greater federal share of 
the resulting revenues and an 18-cent-a-gallon gasoline tax increase to 
finance conservation and raise revenues. 
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This was a fatal move for Clark’s Conservative government. Despite their 
strong support base in the west and the influence of the Saskatchewan NDP 
government in their counsels, the budget was defeated with the aid of the 
federal NDP. Ontario’s Premier Davis was conspicuous in his lack of 
support for the national leader of his party. Jeffrey Simpson argues that: 


[Clark] was naive on entering the negotiations: nothing in Opposition had 
prepared him for the intractability of the provincial governments. He believed 
that by showing goodwill and by making early concessions he would consummate 
a speedy energy agreement that would fulfill his election promise to end the 
warring between Ottawa and the provinces... . He discovered that the Premiers 
cared at least as much about their own provinces as about the national interest 
and cared much more about their own political necks than about helping Joe 
Clarks, 3.4 


(1980, p. 9, p. 204) 


In the February 1980 election the Liberals were returned to power on 
promises to keep prices and taxes below the levels proposed in the Conser- 
vative budget. If Clark’s brief government demonstrated the limited scope 
for reducing federal-provincial conflict by good will and conciliatory 
methods, the restored Trudeau government showed that conflict could still 
be intensified by taking a more adversarial stance. 

Most westerners, particularly those in Alberta, were outraged by the 
election outcome. Once again there was a profound sense of having been 
cheated. They felt that the election had simply pitted the more populous 
east against them and that, having once won a seat at the table of power in 
Ottawa, it had now been snatched away. Two western Separatist parties were 
formed, the Western Canada Concept and the West Fed, both of which 
found considerable support at public meetings throughout Alberta. The 
Liberal party “which to many Albertans embodied Ontario’s and Quebec’s 
dominance of the West had returned to office, partly by telling the rest of 
the country that Alberta was becoming too powerful and greedy”. One of 
the prominent converts to the western separatist cause, Carl Nickle, 
declared that once again an election had been determined before the polls 
were closed in the west. Alberta was left with three alternatives, he argued: 
“to lie down, take it and be stomped on; continue seeking compromise as 
Peter Lougheed seeks; or opt for a separate Western Canadian nation”. 
One proclaimed separatist was elected in a provincial by-election in Alber- 
ta, and polls showed considerable support for western separatism (Har- 
rington, in Pratt & Stevenson, 1986, p. 23, p. 29). 

As Nickle’s characterization of the Lougheed position suggests, the 
Alberta government did not follow the wave of popular anger in the 
province by escalating its demands. Well aware of the strong popular 
mandate that the Trudeau government possessed, even without significant 
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western support, Lougheed knew that his bargaining position was weaker 
than it had been in 1978 or 1979, and he therefore sought compromise. 
When negotiations with Ottawa resumed, Alberta proposed that prices be 
allowed to rise to 75 percent of world levels. In return, Alberta would refrain 
from further increases in royalties. In addition, Lougheed’s government 
would be willing to undertake large investments in energy-related and 
transportation projects in other parts of Canada. Lougheed also sought, as 
he would throughout the constitutional talks after the Quebec referendum, 
cast-iron guarantees of provincial control of resources against any conceiv- 
able national majority. 

But the new Trudeau government was in no mood to accept such terms. 
Ottawa wished to detach Canadian prices from any link to international 
prices, wanted a larger proportion of revenue for its own purposes, and 
balked at what it took to be Alberta’s implicit assumption that the Govern- 
ment of Canada, “for want of financial wherewithal”, should delegate “its 
responsibilities for national undertakings to a provincial government” 
(Institute of Intergovernmental Relations, Year in Review, 1980, p. 65). 
Ottawa’s reply was the National Energy Program, a comprehensive strategy 
designed to achieve these objectives while responding to growing economic 
nationalist sentiments in central Ontario, directed against the oil multina- 
tionals. 

Under the authority of the Petroleum Administration Act, Ottawa 
unilaterally established a new pricing regime. By means of new taxes on oil 
and gas production and exports, the program provided for an increase in 
the federal share of oil revenues from an estimated 12 percent in 1979 to 
27.5 percent by 1982, dropping the provincial share from 49 percent to 41 
percent. To promote exploration and self-sufficiency, a new Petroleum 
Incentives Program was established. By providing much larger subsidies for 
exploration in Canada Lands in the North and offshore, the program 
created strong incentives to move new exploration activities into the north- 
ern territories over which Ottawa had jurisdiction. By varying the size of 
federal grants in accordance with levels of Canadian ownership, incentives 
to increase the level of Canadian ownership in the petroleum industry were 
also created. By providing the federal government with the right to purchase 
up to 25 percent of all new discoveries, public ownership could supplement 
the private Canadianization process. A special tax to be used for the 
creation of a Canadian ownership account had the same object. 

Ottawa justified the NEP by arguing that the price changes resulting from 
OPEC benefitted some parts of Canada at the expense of others. The 
Government of Canada had a legitimate claim to a greater share of the 
revenues, it was argued, “to support its energy initiatives and its broad 
economic management responsibilities: to cushion individual Canadians 
from adverse economic effects, to facilitate industrial adjustment and to see 
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that fair play is done”. The existing division of revenues was argued to be 
“extraordinarily unfavourable to the national government”. In other 
countries faced by energy shocks, at least the national government could 
employ increased revenues to cushion the blow. But “in Canada, one 
provincial government — not all, and not the national government — enjoys 
most of the windfall... . These policies are no longer compatible with the 
national interest.” Provinces were receiving more than 75 percent of all 
public revenues from oil and gas, 80 percent of which went to Alberta, 
allowing it the luxuries of high expenditures, low taxes, budget surpluses 
and Canada’s highest per capita income. “The Government of Canada 
believes the present system is inappropriate and unfair.” Oil and gas were 
not being singled out unfairly for special treatment: they are so fundamental 
to all economic activity that they are indeed unique. 

Whatever the merits of its basic objectives — Canadianization, self-suf- 
ficiency, off-shore development, a “made in Canda” oil price — the NEP was 
an act of force majeure. It was one of the principal expressions, along with 
the federal government’s declared intent to patriate the constitution, with 
or without provincial consent, of the new federalism. 

Provincial governments responded in kind. Earlier conflicts had often 
found Ontario playing the statesman role of mediator between the provin- 
_ cesand the federal government, and asserting the national interest. But now 
Ontario, faced with high oil prices, constrained finances, and worry about 
the future prospects of its manufacturing industry, was more self-conscious- 
ly and explicitly acting as spokesman for regional and provincial interests. 
In this sense, Ontario became a province more like the others. Unlike the 
western provinces, however, Ontario’s regionalist stand pushed it into a 
close alliance with Ottawa, an alliance which extended into other spheres, 
notably the constitution. In the energy context, Premier Davis defended 
Prime Minister Trudeau’s definition of the “national interest”. Current 
policies were damaging the “fabric of Confederation”: 


When massive and unprecedented interregional shifts of tax dollars threaten to 
distort the economy and enfeeble (its) capacity...to meet national respon- 
sibilities, then provincial royalties are of legitimate national concern... . The stark 
prospect before us all is that our differences over the pricing of crude oil really 
have less to do with energy policy than they have to do with conflicting aspirations 
and convictions about the management and future of our country...energy policy 
must be defined in a national, not merely provincial context. 

(Doern & Toner, 1985, pp. 276-80) 


Province-building, Premier Davis argued, should not replace nation- 
building; the federal government is not merely the arbiter but the guardian 
of the nation as a whole. The costs of higher prices for ordinary Canadians 
were being imposed “not by any foreign power but by a Canadian provincial 
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government”. Davis acknowledged that Ontario’s heartland status was a 
source of envy, frustration and alienation in other parts of the country, but 
responded that “the record of our sharing of our wealth is clear” (Doern & 
Toner, 1985, pp. 276-80). 

The producing provinces attacked the NEP on almost every count. It was, 
said Premier Lougheed, “an outright attempt to take over the resources of 
this province”. This was fundamentally unfair because western resources 
were being treated quite differently from the minerals or hydro-electricity 
of other provinces. Central Canada had long turned a deaf ear to western 
complaints about higher than world prices for manufactured goods from 
the centre, or western taxes devoted to bailing out Chrysler or Massey-Fer- 
guson plants in Quebec and Ontario. Albertans had already foregone over 
$17 billion — $8,500 for every Albertan — and they would not submit to 
further draining of their resources by a unilateral process: 


The attitude of Western Canada towards Confederation today is dissatisfaction 
and frustration... . Any unilateral action by the federal government — particularly 
one that’s been rejected by Western Canada — will be resisted by our citizens in 
the most determined ways. It would be a tragic miscalculation by Ottawa if it 
misjudged the resolve of Albertans in this matter. 

(Doern & Toner, 1985, p. 266) 


The NEP was also economically foolish, Lougheed argued. It would cost 
Canadian jobs, undermine the goals of security and self-sufficiency, hurt 
smaller firms, and divert resources and capital to the U.S. Beyond all of this, 
the way in which the NEP had been devised and was now being implemented 
was contrary to the postwar vision of Canadian federalism. An “inner elite” 
in Ottawa was imposing a “centralist, statist view of Canada”, Lougheed 
argued, because “Ottawa could not stand any province becoming even 
moderately independent.... We are faced with nothing more or less than 
bare-faced aggression by a federal government...committed to reducing us, 
and taking us back to the territorial status of 1904” he declared (in Pratt & 
Stevenson, 1981, p. 165). The NEP was an “Ottawa program” rather than 
a national one. “If the country proceeds as intended by the Prime Minister, 
we will have a very different kind of Canada...a much different federal state 
— if a federal state at all.” Provinces other than Quebec or Ontario would 
be in a “second class position” (in Doern & Toner, 1985, pp. 268-69). 

Alberta launched a constitutional case, withheld approval for construc- 
tion of heavy oil and tar sands projects, and announced a phased series of 
cutbacks in oil production, escalating to 180,000 barrels per day. Sas- 
katchewan and British Columbia echoed Alberta’s criticisms. The NEP, 
said Premier Blakeney, was a case of “reverse Robin Hood”, a policy for 
one region and against another. It was no accident that regional views 
dominated Ottawa — but it was a “national tragedy” (in Doern & Toner, 
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1985, p. 282). Both provinces attacked the new taxation regime as uncon- 
stitutional. Ottawa responded with a small additional retail tax, dubbed the 
“Lougheed” or the “Lalonde” levy, depending upon which side one sup- 
ported. 

There had never been such federal-provincial conflict over resources, and 
pressure from various quarters mounted to call a halt to the war. The oil 
industry attacked the program in the financial press and followed up with 
another capital strike, reducing exploration expenditures, moving drilling 
rigs south and shelving oil sands development plans. The president of the 
Canadian Chamber of Commerce declared that he was “rapidly running out 
of patience with the political pugilists who persist in putting the nation’s 
affairs on hold while they pursue their personal vendettas”. In their 1981 
Conference, the other Premiers also called for a settlement. Both orders of 
government seemed to sense they were a long way out on a limb, and the 
time had come to find a compromise. 

In the spring of 1981 negotiations on oil pricing and revenue sharing 
resumed. By September 1981 marathon bilateral discussions achieved 
agreement between Ottawa and Edmonton on the basic issues. The con- 
troversial natural gas and gas liquids tax, seen by the provinces as an export 
levy, was reduced to zero and the petroleum and gas revenue tax was also 
amended. Alberta gained control of administration of Petroleum Incentive 
grants in the province, although federal rules still applied. Prices were to 
rise faster than earlier planned. Both Prime Minister Trudeau and Premier 
Loughheed claimed that the agreement was a reasonable compromise. 
Agreements were soon signed with the other producing provinces. Each 
was tailored to specific needs — the B.C. agreement focussed on natural gas 
exports; the Saskatchewan one on heavy oil. Both agreed to resume pay- 
ment of taxes they had previously withheld. All three agreements left 
unresolved constitutional issues to one side. For example, the letter of 
understanding between Saskatchewan and Ottawa noted that: 


The government of Saskatchewan takes the position that the Crown in right of 
Saskatchewan...[is] not liable to pay taxes under the NGGLT and COSC and 
the Government of Canada takes the position that it has the right to levy such 
taxes on the Crown in Right of Saskatchewan... . [They] have agreed however 
to set aside those differences of position without prejudice to them. 

(Year in Review, 1981, p. 131) 


Thus, in 1981 as in 1867, agreements essential to the common welfare 
were achieved by putting aside fundamental differences for another day. 

Another energy issue remained: off-shore oil and gas. Again, this was not 
new. In the 1960s British Columbia and Ottawa had gone to court over 
ownership of off-shore resources. The federal position had been upheld, 
although jurisdiction over the Strait of Georgia remained in question. As 
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the prospects for major discoveries off the east coast grew in the 1970s, the 
issue arose again, especially in Nova Scotia and Newfoundland. Like the 
western provinces, they saw off-shore resources as the key to future 
prosperity and the spring-board for economic diversification. They argued 
these resources should be treated as provincial in a manner analogous to 
on-shore deposits. The matter was handled somewhat differently in the two 
provinces, partly because they articulated somewhat different claims. 

Newfoundland had entered Confederation in 1949 after a history as a 
self-governing Dominion. It asserted that it had never alienated its previous 
rights to the continental shelf; the question simply had not arisen in 1949. 
Moreover, Premier Peckford argued, recognition of provincial ownership 
was more than a matter of revenues, it was an affirmation of Newfoundland 
identity and the means by which the province could preserve its traditional 
culture while reaping the benefits of modernization. In 1979 Prime Minister 
Clark had agreed to transfer ownership, but no formal agreement was 
signed and the new Trudeau government withdrew Clark’s offer. Instead, 
Ottawa proposed administrative arrangements which would permit a 
provincial role in management, along with a split in revenues parallel to 
that in other provinces, at least until such time as Newfoundland and Nova 
Scotia were no longer have-not provinces (Doern & Toner, 1985, p. 161). 
Newfoundland rejected this offer. 

Nova Scotia Premier John Buchanan said his province did not consider 
the NEP valid but, challenged by the Prime Minister to test the matter in 
court, Buchanan argued for a “political solution”. Eventually, in March 
1982 the “Canada-Nova Scotia Agreement on Off-Shore Oil and Gas 
Management and Revenue Sharing” was signed. The question of ownership 
was set aside. Nova Scotia would be represented on an “Offshore Oil and 
Gas Board” and would receive all “province-type revenues” until its fiscal 
capacity reached the national average. A $200 million fund for infrastruc- 
ture development was created, along with provisions for the province to 
acquire part ownership in the Crown share of off-shore developments. 
Finally, if any province were later to sign a “better” deal, it would automat- 
ically extend to Nova Scotia. 

Meanwhile, Newfoundland held out for jurisdiction. Acordingly, Ottawa 
referred the matter to the Courts. In 1984 the Supreme Court of Canada 
confirmed federal jurisdiction. By that time much of the urgency of the 
dispute had disappeared, owing to the dramatic fall in oil prices which 
slowed the pace of offshore exploration and development. The deadlock 
would not be broken until the September 1984 election brought Mulroney’s 
Conservatives to power in Ottawa. 

These agreements ended a decade of seemingly intractable conflict and 
represented a reasonable compromise among the competing interests. But 
it had taken a long time to reach this point and the costs along the way had 
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been high. Ironically, no sooner was agreement achieved than the price of 
oil and other primary commodities, which had given rise to the conflict in 
the first place, collapsed. Once again, Canadian domestic politics was 
profoundly shaped by developments outside the country. The expected 
benefits of massive new exploration and development did not materialize. 
Instead, falling world energy and other commodity prices ended the western 
boom. Unemployment in Alberta soared to 11 percent in 1983, four times 
the 1981 level. Property values fell, and recently formed western banks fell 
into serious difficulties and had to be bailed out by Ottawa. The influx of 
new residents into the province slowed and then reversed. Far from the 
permanent shift in the Canadian economic balance that Ottawa’s 1981 
economic plans had assumed, the boom had proved temporary, as 
Westerners had feared all along it would. 

While fears of the possibility of western (or Newfoundland) separatism 
were probably exaggerated, the conflicts over energy seriously strained the 
fabric of Canadian federalism. They raised questions about the basic 
premises of the Canadian political economy and reflected the break-down 
of a post-war accomodation. But why were these economic issues not 
understood primarily in class terms as wage and price controls were? Why 
did they not further contribute to the exacerbation of class differences in 
this period? 

If Canada had possessed no oil, then the principal consequence of OPEC 
would have been a much more intense economic crisis and, with it, an 
intensification of class conflict. As it was, the post-war system of industrial 
relations was twice suspended, even though Canada was a net beneficiary 
of the OPEC oil price increases. Similarly, if Canada’s oil and gas had been 
equally distributed across the country, there would have been no regional 
conflict, although workers and owners in the private sector would certainly 
have struggled with the two orders of government over the division of the 
windfall. In the absence of a regional dimension, that struggle, even at the 
federal-provincial level, might very well have been fought out in the lan- 
guage of class. But as it was, energy policy was seen by almost all the players, 
including the NDP, as a fundamental challenge to the balance of power — 
economic and political — between east and west. 

No simple pattern of alliances between governments and the energy 
industry emerged either. The producing provinces had close links with the 
energy industry located within the province, but the federal government 
developed a parallel relationship with the energy industry operating on 
Canada lands, especially those elements that benefitted from the NEP. 
Moreover, there was substantial overlap between these two sets. The al- 
legiance of other industries was less contingent on region or ownership than 
on which order of government most strongly favoured lower prices to 
subsidize them in international competition. Workers in each region were 
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divided between those who supported the economic interest of their region, 
as identified by provincial governments, and those who supported their 
industry’s (short-run) interest in subsidies. 

State-centered analyses of this conflict, focussing on the federal character 
of the Canadian state, help to explain the form it took and the language in 
which it was expressed, as we shall see in the next Section. But to understand 
why the conflict occurred at all, we must begin with economic structures 
and population distributions. And to explain why it was a battle between 
regions rather than class factions, we must further understand the character 
and continuing importance of the strong identification with provincial 
communities characteristic of most Canadians. 

The generalized debates of the period had profound consequences for the 
image of the country. Which community, national or provincial, was to have 
primacy? Which level of government was more responsive and legitimate? 
Was regional diversity something to be celebrated and further institution- 
alized, or was it a threat to be transcended and overcome by a reassertion 
of national will? How much should a federal system depart from simple 
majoritarianism? Canadians had debated such questions throughout their 
history, but between 1974 and 1984 they took on a form and intensity which 
was unparalleled. The debate did not take place in a vacuum; nor was it 
simply the product of power- seeking of rival elites. It took its energy from 
the real questions of power and influence which economic and social 
changes forced on the system. 


Language: The PQ and the Referendum 


The accession of the Parti Québécois to power on November 15, 1976 is 
best understood as the culmination of the trends examined in the previous 
chapter. Its goal was to achieve independence for Quebec while maintaining 
some form of economic association with the rest of Canada. The PQ 
promised to act gradually, to establish itself as the effective government of 
the province before holding a referendum on sovereignty-association. This 
gradual approach became known as éfapisme. Meanwhile, the PQ would 
use the full powers of the Quebec government to pursue “francization” 
within Quebec. 

The election should not be interpreted simply as a vote for sovereignty- 
association. Some of the PQ’s activists and members may have understood 
it that way, but for others it was a vote for constitutional change, with the 
PQas the toughest bargainers available. For still others, the issues were not 
so much national or linguistic as economic, the choice between the Liberals 
and the PQ understood primarily in class terms (See, 1987, pp. 149- 50), or 
simply as the desire to replace a tired and discredited government. 
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Nevertheless, the election of the PQ crystallized the fears for the future 
of the country held by many Canadians. A spate of books appeared with 
titles like Must Canada Fail? (Simeon, 1977) and Canada and the Burden 
of Unity (Bercuson, 1977). The author of the leading textbook on Canadian 
federalism noted that he had almost given up writing because he had not 
expected the federation to last long enough for his book to appear (Smiley, 
1976). 

As if to belie the pessimism, a host of publicand private groups sponsored 
conferences and other activities designed to spur the search for common 
ground in a “third option” between the status quo and independence. 
Moreover, many Canadians identified with what they understood as 
Quebec’s aspirations, and argued not only that other threats to Canadian 
unity were as important as that of language, but also that other provinces 
shared similar grievances and aspirations. Quebec’s discussions of the costs 
and benefits of Confederation were duplicated across the country. Thus the 
response was not necessarily a rush to rally around Ottawa as the defender 
of Confederation against separatism. 

In the years that followed, the struggle for the allegiance of Quebecers 
was fought on many fronts. The new Quebec government sought to lay the 
groundwork for the referendum and to pursue its domestic agenda, includ- 
ing social and economic reform. Its first major thrust was on language 
policy, designed to establish Quebec, once and for all, as a predominantly 
French-speaking society. The policy was enshrined in its first major piece 
of legislation, Bill 101, the “Charter of the French Language”. 

The PQ government conducted a series of major studies of the effects of 
Confederation on Quebec arguing, not only to Quebecers but also to those 
outside Quebec, that Confederation as it existed was a strait jacket for both 
groups, resulting in endless conflict. Both would be better off, the PQ 
argued, if they could get a divorce and then rearrange their relationships on 
a more equitable, amicable basis. A set of “economic accounts” purporting 
to show that Quebec received less in benefits from the federal government 
than it paid in taxes, was released. Federal analysts responded with contrary 
assesssments (Leslie and Simeon, 1977). The PQ government tried to 
convince Quebecers that the economic costs of separation would be small, 
a task made more difficult by the economic troubles of the day. Reports of 
investment and head officies leaving Quebec filled the newspapers. 

In the autumn of 1979 the Quebec government published its White Paper, 
Quebec-Canada: A New Deal, proposing “a new partnership between 
equals: sovereignty-association”. The paper documented the historic strug- 
gle for survival in Quebec and the permanent minority status of French 
Canadians. Quebec’s recent experience of federalism, it argued, had been 
characterized by constant federal invasion of provincial powers —in culture, 
social policy, labour, resources and municipal affairs. Within the federal 
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system, Quebec was treated as a province like the others; its special role as 
a distinct society unrecognized. Demographic trends were making Quebec 
ever weaker in the Confederation as a whole. Renewal in the existing system 
was impossible; special status an “illusion”. There must be a new beginning, 
Starting with Quebec sovereignty and a treaty of association. It would 
provide for a common market and a common monetary system, ad- 
ministered by a “Community Council” assisted by a commission of experts, 
a court of justice and a monetary authority. Thus, the PQ proposed to 
replace a ten-unit federal system with a two-unit confederal system, based 
on equality. 

For the federal government, the PQ election signalled the climactic battle 
against Quebec nationalism that Pierre Trudeau and his colleagues had 
come to Ottawa to fight. Federal leaders countered the PQ claim on every 
point: they produced their own figures to show how much Quebec had 
gained from its participation in Confederation; they argued that Quebecers 
did exercise broad and effective power in Ottawa, and that a much brighter 
future lay in making French Canadians at home from sea to sea. They 
argued that sovereignty-association would not be acceptable to the rest of 
Canada and that the costs of achieving independence would be unaccep- 
table. Rather than fighting for that, Quebecers should be seeking a “new 
federalism”. The full resources of the federal government and the Liberal 
party were deployed to win support in Quebec. Quebecers were constantly 
reminded of the benefits Confederation provided. A Canadian Unity Infor- 
mation Office, designed to collect information on public attitudes and to 
generate favourable publicity, was established. In 1977 the federal govern- 
ment appointed the Pepin-Robarts Task Force on Canadian Unity, which 
held public hearings across the country. The following year it made public 
its constitutional reform agenda. Then, in 1979, the Pepin-Robarts Task 
Force issued its Final Report. 

Provincial government reactions to these federal initiatives were mixed. 
All governments declared their opposition to negotiating sovereignty- 
association, but they left it to Ottawa to fight the battle. The provinces also 
saw in the new Quebec government an ally in their struggle for a more 
decentralized federation. Provincial governments, along with non- 
governmental study groups, including the Quebec Liberal Party and the 
Canadian Bar Association, developed a variety of constitutional proposals 
loosely labelled the “Third Option”. The choice should not be the status 
quo or independence, they argued, but constitutional reform. Proposed 
reforms generally included recognition of de facto special status for Quebec, 
building linguistic dualism into central institutions, greater participation 
by provinces or regions in national policy-making, and some moves towards 
a less centralized federation. 
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The publication of the PQ’s White Paper was followed by unveiling of the 
referendum question on December 20, 1979. The question stated the goal, 
sovereignty with association, promised that following negotiations no ac- 
tual changes would be made without another referendum, and asked for the 
“mandate to negotiate the proposed agreement between Quebec and 
Canada”. The étapiste strategy was thus retained. This caution reflected the 
state of Quebec public opinion. The proportion of the population com- 
mitted to outright independence had remained stubbornly stable at about 
20 percent since the 1960s. However, the status quo received no greater 
support. The majority of Quebecers were somewhere in between, their 
support wavering between reform and some form of sovereignty-associa- 
tion. Many, perhaps, were uncertain what the difference actually was be- 
tween the two alternatives. 

This ambivalence extended deep into the PQ and, indeed, was embodied 
in the complex character of its leader, René Levesque. There was a group 
in the party who were for independence tout court, and for whom association 
was little more than a means of sweetening the pill for the reluctant. But 
another, probably larger, group viewed the Canadian connection as an 
important part of their identity; they sought recognition of equality, “égal- 
_ a-égal”, and saw sovereignty-association as the best way of asserting that 
principle. 

Sovereignty-association might be a political and economic impossibility. 
Would there not, for example, be inexorable pressures for coordinated 
policies across virtually the whole range of economic and social issues? If 
so, how could a two-unit system resolve differences, especially given their 
differences in size and wealth, which would require the majority to defer to 
the minority on matters of crucial importance? But at the same time the 
concept retained a powerful emotional and symbolic attraction, capturing 
at once the desire for independence and the desire to maintain a link with 
Canada. Both the fleur-de-lys and the maple leaf appeared on the cover of 
the document “D’égal-a-égal”. Before and after the referendum — indeed, 
ever since the formation of the PQ — Levesque had battled against the 
outright separatists inside and outside his party, rejecting the label when it 
was applied to him (Fraser, 1984). 

There were also sharp differences between the conceptions of renewed 
federalism promoted by federal and provincial Liberals. But, despite the 
subtleties of the dual allegiances of most Quebecers and the numerous 
variations in how they sought to reconcile them, the referendum debate 
boiled down to a choice between independence and federalism. The ques- 
tion was debated in the Quebec National Assembly in March 1980, 
foreshadowing the campaign itself. Under the Quebec referendum law, 
both YES and NO sides were grouped under umbrella committees, one 
headed by Premier Levesque, the other by Liberal Leader Claude Ryan. 
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The speeches and the rhetoric of the campaign demonstrated how deeply 
divided Quebecers were among themselves. Competing symbols and values 
of nation and community contended with the most immediate material 
interests. While each side accused the other of underhanded tactics, what 
is most noteworthy in retrospect is the tolerance and openness within which 
such a profound debate was carried out (see Institute of Intergovernmental 
Relations, The Question, 1977). 

Federal leaders, especially the Prime Minister and Justice Minister Jean 
Chrétien, participated actively, personifying an alternative vision of 
Quebec and Canada to that advocated by the PQ. In the see-saw battle, the 
tide seemed to turn when the “NO” campaigners switched from emphasis 
on the practical and economic disadvantages of separation to an explicit 
celebration of pan-Canadian values. Several provincial Premiers and a few 
citizen groups from outside Quebec added their appeal for a NO vote. But 
what is most remarkable is the extent to which the referendum campaign 
was a family affair, with English Canadians little more than fascinated 
on-lookers. Little public thought was given to the response in the event that 
the YES side won. 

On May 20, 1980 the NO side won: 59.5 percent to 40.5 percent, just 
enough to allow the claim that a majority of all linguistic groups in Quebec 
had voted against the mandate. It was a terrible blow to the PQ, dividing it 
internally and greatly weakening its bargaining power with the other 
provinces and, above all, Ottawa. The referendum result, added to the 68.2 
percent of the Quebec vote that the federal Liberals had received four 
months before in the 1980 federal election, gave Trudeau what Fraser calls 
“a double mandate: an authority with respect to Quebec that no federal 
prime minister had ever had before”. Fraser goes on to argue that, 


...the referendum transformed the Parti Québécois from a national movement 
into a provincial political party. It transformed René Levesque from a national 
leader into a provincial premier. As a national leader, he had been a figure of 
moderation, and a symbol of pride. As a provincial premier, he was to prove to 
be rigid, bitter, and weak. As a national leader, he had brought a coalition of 
dissent together and forged a progressive nationalist party, winning power in a 
surprisingly short time, and introducing a range of reforms. As a provincial 
premier, he failed to do what every preceding premier had managed to do since 
the Second World War: he failed to keep Quebec’s political powers intact. The 
state which he...[left to Robert Bourassa was] weaker than the state which he 
inherited from Robert Bourassa. For René Levesque, that was...the most 
humiliating result of the referendum defeat. 

(1984, p. 240) 


In the immediate aftermath of defeat the federal government had the 


initiative on the constitution. As René Levesque observed, “The ball is now 
in the federal court.”. The PQ set itself the limited goals of resisting 
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unilateral patriation of the constitution by Ottawa, and competent gover- 
nance in Quebec. In April 1981 the PQ won re-election with 80 seats and 
49 percent of the vote to the Liberals’ 42 seats and 46 percent of the vote. 
The potentially divisive issue of sovereignty- association was pushed to one 
side — no-one was yet prepared to deal with it and, in any case, all energies 
were concentrated on the fight against Trudeau (Fraser, 1985, pp. 257-78). 

Then came the second blow. On November 5, 1981, following an all- night 
private session from which Quebec was excluded, the federal government 
and the other nine provinces arrived at a constitutional deal. We discuss 
the deal, and the process by which it was reached, more fully in the next 
section. Here we are interested in its impact on Quebec society and politics. 
Levesque, outraged and bitter, refused to sign. Claude Morin, the Minister 
for Intergovernmental Relations who had negotiated with the other provin- 
ces, resigned within two weeks. The Quebec government withdrew from 
most intergovernmental meetings and processes. On April 17, 1982 the 
Constitution Act, 1982 became law. The government of Quebec responded 
with legislation subjecting all Quebec laws to the “notwithstanding” 
provisions of the Charter of Rights (Fraser, 1985, pp. 279-301). 

Meanwhile, the constitutional defeat set in motion the struggle within 
the PQ that had hitherto been avoided. On one side were those who had 
always seen independence as a bargaining chip to be used to renew 
federalism; on the other were those who saw sovereignty-association as a 
step toward full independence. The political synthesis held together by the 
magic words “sovereignty-association” began to unravel. In the heat of the 
reaction to the November constitutional deal, the indépendentistes gained 
the upper hand. At the December 4, 1981 PQ Convention, the delegates 
voted down virtually all references to economic “association” in the party’s 
constitution. The next provincial election would be fought on the issue of 
independence without association, to be declared unilaterally after another 
victory at the polls. Levesque was appalled, viewing it as the transformation 
of the PQ into the RIN. Two days later, in his closing speech to the 
Convention, he threatened to resign. On December 13, the party executive 
announced that there would be an internal party referendum on the ques- 
tion. On February 9, 1982, the results of the “René-rendum” were an- 
nounced: 95 percent of the party members who mailed in their ballots 
supported Levesque’s creed — sovereignty with continued economic assoca- 
tion, to be negotiated only following a popular referendum, and to protect 
the rights of linguistic minorities as set out in Bill 101. However, only 48.8 
percent of the 292,888 members to whom ballots were mailed had returned 
them (Fraser, 1985, pp. 302-14). 

Still one more blow awaited the hapless PQ government: the recession. 
Quebec accounted for an incredible 44 percent of all jobs lost in Canada in 
this period: 219,000 jobs by August 1982, cancelling out all the gains since 
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December, 1977 (Fraser, 1985, p. 322). The PQ response, as we have seen, 
was a dramatic move to the right, unilaterally rolling back public sector 
wages with Bills 70 and 105. When the unions responded with a common 
front and illegal strikes, it looked like a re-run of Bourassa’s 1972 confron- 
tation with the Common Front, the event that threw the unions and the PQ 
together in the first place. But in February 1983 it was Levesque’s party that 
brought forth Bill 111, described by L. Ian MacDonald as “the moral 
equivalent of the War Measures Act” (in Fraser, 1985, p. 334). The ties that 
bound the trade unions to the PQ were severed and the party was deprived 
of one of its most important bases of financial and organizational support. 
The battle reinforced a trend first noticed in the 1981 election: support for 
the PQ increasingly came from the more conservative small town rather 
than the urban constituencies (Fraser, 1985, pp. 322-36). 

Recession and battles with labour took their toll, not only on party morale 
but also on voter support. By February 1983 PQ support had fallen below 
20 percent (Fraser, p. 336). Meanwhile, all the other key political leaders 
were changing. Joe Clark was replaced as leader of the Progressive Conser- 
vative Party by Brian Mulroney in June 1983 - the first time in Canadian 
history that the Conservatives would be led by a Quebecer. Robert Bourassa 
was restored as leader of the provincial Liberals in October of the same 
year. Then, in February 1984 Trudeau announced that he would soon 
resign. His successor, John Turner, was chosen in June. In July 1984, leading 
by 11 points in the polls, Turner called a federal election. On August 6, 
Mulroney gave his Sept-Isles speech on the new era of federal-provincial 
cooperation that he would work for if elected. Three days later, Levesque 
declared his support for the principles outlined by Mulroney. The PQ was 
now counting on a Conservative victory to give them some progress on the 
constitution before they had to go to the polls themselves (Fraser, 1985, pp. 
338-46). 


Federal State 


By 1980, intensifying conflict along all three of the traditional cleavage 
lines had created an unprecedented crisis of the postwar Canadian state. 
Other countries experienced similar traumas as “governing parties” lost 
power and historic compromises were breached. In Canada, because of the 
territorial character of two of those cleavages, and the way in which these 
identities were interwoven with class, this event took the form of a crisis of 
federalism. A system that depended on high levels of intergovernmental 
trust and cooperation began to seem unworkable as conflicts between 
governments came to be more numerous and about fundamental issues. 

The territorial distribution of natural and human resources, the strength 
of citizen allegiances to both provincial and national communities, and 
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regional economic structures were all conditions that could not be quickly 
or easily changed. Much attention therefore focussed on national political 
institutions, both federal and parliamentary. Their apparent inability to 
mediate regional and linguistic conflicts engendered a profound sense of 
“institutional failure”. Out of this sense of failure came the drive for 
constitutional reform. We first examine the constitution. 


Constitutional Reform 


When the PQ took office in 1976 the constitutional issue was trans- 
formed. The very future of the country was now at stake. Constitutional 
change took on a new urgency. While the PQ laid the groundwork for the 
referendum, the challenge for federalists was to design a set of constitution- 
al proposals which would prove more attractive than the PQ option. But 
now other provinces, especially in the West, formulated their objectives in 
constitutional terms: the constitution must be the vehicle to guarantee 
provincial control over resources, to constrain federal power, and to gain a 
greater regional voice in the formation of national policy. The debate now 
took place on two fronts, rather than one, as it had in the 1960s. 

At the start, then, the constitutional crisis was the culmination of a long 
series of provincial challenges to federal power, and the main question was 
how far concessions to provincial demands would go. But, ironically, the 
period ended with a reassertion of federal power that left the provinces on 
the defensive. The traditional federalism agenda — patriation, amending 
formulae and divisions of powers — remained front and centre. But by the 
time of the 1981 agreement, many issues focussed on citizen concerns were 
inserted into the debate: the scope and substance of individual rights in a 
Parliamentary democracy; the rights of native people, women, and the 
handicapped; the relation between individual, minority, and majority 
rights, and so on. 

These debates soon involved every institution and organized interest in 
Canadian society: leaders of federal and provincial governments were 
predominant throughout, but Parliament, political parties, the courts and 
citizen groups all became involved. Constitution-making, noted Alan 
Cairns, led to questioning of the efficacy of executive federalism and 
“precipitated a striking tendency for governments to explore their environ- 
ment for greater resources, either to strengthen their bargaining power 
within executive federalism, or to by-pass it altogether... . The closed world 
of traditional federal-provincial bargaining was severely shaken” (1985, p. 
112). 

In many ways the debate was highly divisive. Canadians were forced to 
choose between competing visions of the country. The norms of constitu- 
tional civility were stretched to (some would say past) the breaking point. 


256 Chapter 10 


The result, enshrined in the Constitution Act, was not a radical transfor- 
mation. There was no reordering of the federal-provincial relationship. 
Patriation had been achieved; henceforth Canada would amend its constitu- 
tion without any British participation. A general commitment to equaliza- 
tion was entrenched, as was a tidying up of jurisdiction over energy. Most 
important there was a Charter of Human Rights and Freedoms which 
opened up new directions in the relations between citizen and government. 
In retrospect, perhaps what was most vital was the debate itself and the 
process of self-examination it required. We were in important ways a 
different country at the end of it. Who in 1975 would have anticipated a 
First Ministers Conference in which native leaders in full regalia would 
engage the Prime Minister and the Premiers in dialogue about native rights 
before the television cameras? Who would have anticipated three party 
leaders in a bilingual debate on women’s issues in the middle of an election 
campaign? Both, it could be argued, were made possible by the difficult, 
dramatic debates between 1976 and 1981. We begin our discussion of this 
constitutional process by exploring the issues and chief alternatives which 
had emerged as the negotiations got underway. 


The Issues 


Patriation Patriating the constitution was viewed by the federal govern- 
ment (and many others) as both a requirement of full national sovereignty 
and an important signal to Quebecers that Canada was no longer tied to 
British apron strings. In March 1976 the federal government suggested that 
agreement to patriation by the provinces would be desirable, but that so 
long as the division of powers was not affected, it was not essential. This 
raised the issue of whether the constitution could be patriated without 
simultaneous agreement on an amending formula. Several provinces 
thought so, but most wished to ensure that if this were done, they should 
be fully protected in any future changes. Other provinces saw patriation and 
amendment as inextricably linked: it should be the culmination of the 
process of constitutional reform, not the start. 


Preamble Should the constitution include a statement of fundamental 
principles, to serve as inspiration for Canadians and a guide to interpreta- 
tion by the courts? This question highlighted all the conflicts of values that 
have driven Canadian politics from its inception. Would there be an at- 
tempt to define the essence of Canadian federalism? Would it enshrine or 
inter the compact theory? Would linguistic dualism be articulated as a 
property of Canada, from sea to sea, or as a partnership of two societies 
with the special role for Quebec, perhaps even the right of self-determina- 
tion, explicitly defined? Would it emphasize the sovereignty of the people 
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as Canadians, or as members of provincial communities? Would it recog- 
nize the rights of native Canadians? What (if anything) would it say about 
God and the Queen? Here was a symbolic minefield. In the end it proved 
easier to skirt such questions, as in 1867, by avoiding a new preamble. 


Amendment Formula —_A crucial question that could not be begged was 
the amendment formula. The starting point was the Victoria Charter: the 
federal parliament plus the legislatures of any province which had ever had 
more than 25 percent of the population (Ontario and Quebec), along with 
any two Atlantic provinces and at least two western provinces, which 
together must constitute more than half the region’s population. The 
federal government continued to support this position. But its October 
1980 Resolution introduced a fundamental new principle: amendment 
should no longer be the exclusive preserve of governments; popular 
sovereignty implied that ultimately citizens should decide. Ottawa 
proposed a referendum device, to be used at federal discretion, in the case 
of intergovernmental disagreement. The Pepin-Robarts Task Force also 
endorsed the idea of popular ratification of amendments, calling for 
majorities in each of four regions. Ottawa’s only potential ally here was 
Quebec, itself committed to a referendum on sovereignty- association. All 
other provinces rejected the idea, arguing that referenda would undermine 
legislative sovereignty and, as demonstrated by the conscription referen- 
dum, make it easier to mobilize irreconcilable divisions. 

There were three challenges to the assumptions of the Victoria Charter 
formula, the first two articulated most strongly by Alberta. The first argued 
for provincial equality: whatever their variations in size, provinces were 
constitutionally and juridically equal. No formula should privilege the two 
largest provinces as the Victoria one did. Implicit here was not only a 
challenge to Ontario’s weight in the federation, but also to the bi-national 
view of Quebec. Alberta’s proposal, put forward in February 1979, called 
for assent by Ottawa together with two-thirds of the provinces, constituting 
50 percent of the population (a qualification which still retained a veto 
power by the combined provinces of Ontario and Quebec). 

The second challenge was the assertion that some provincial rights —their 
existing powers and privileges, and their ownership of natural resources — 
were inalienable. This view underpinned the argument that no amendment 
affecting such matters should take effect in a province which rejected it. 
Provinces could, in effect, “opt out” of any transfer of power to Ottawa. 
Later, another protection was added: if a province wished to opt out, it 
should not bear a financial penalty. “Fiscal compensation” should be 
extended to any non-participating province. The opt-out with compensa- 
tion idea, pioneered in the shared cost programs of the 1960s, was thus 
extended into the realm of constitutional amendments. The two Alberta 


258 Chapter 10 


proposals became the “Vancouver consensus” enshrined in the Constitu- 
tion Act, 1982. 

The third challenge came from British Columbia, which claimed the 
status of a “fifth region”. Its proposal called for a ratification process based 
on that concept. Other amendment issues were less important. Late in the 
process, for example, Saskatchewan argued for a formula which would limit 
the capacity of the Senate to block future changes. All proposals argued 
that any amendment affecting only a few governments should be ratified by 
those concerned; all would permit federal and provincial governments to 
amend their own constitutions when such changes did not alter the charac- 
ter of the federal system. Perhaps better than any other item on the table, 
the amendment formula highlighted the combination of high principle and 
power calculus that informed the positions of all governments in this 
process. 


Language and Human Rights _ Inclusion of language rights was critical 
to Trudeau’s vision of a bilingual Canada from sea to sea. It was, therefore, 
the sine qua non of any agreement for the federal government. The Victoria 
Charter of 1971 had declared English and French to be official languages 
of Canada. Both could be used in Parliament and any of the provincial 
legislatures, except the three westernmost provinces. Statutes in both lan- 
guages would be authoritative in Ottawa, but only in four provinces — 
Quebec, Ontario, New Brunswick and Newfoundland. Minority language 
rights would apply in the courts of the federal government, and in those of 
Quebec, New Brunswick and Newfoundland. There was no mention of 
minority language educational rights. 

As before, the question now was whether language rights would be made 
binding on all provinces and how much variation there could be among 
them. There was also a renewed emphasis on the provision of services in 
minority languages, especially in education, stimulated by the passage of 
the PQ’s Bill 101 in 1976. Quebec remained strongly opposed to any 
entrenchment of language rights that might limit the scope or effectiveness 
of laws aimed at controlling the province’s linguistic makeup. Instead, 
Premier Lévesque proposed “reciprocal agreements” with other provinces, 
broadening access of English Canadians from outside Quebec to its 
English-language schools in return for improving access to French-lan- 
guage education elsewhere. The Pepin-Robarts Report was sympathetic to 
this approach, suggesting that extension of educational and other services 
should be left to the provinces and entrenched only when all were agreed. 
Except for New Brunswick the provinces agreed. Ontario, for example, 
committed itself to major extension of French-language services, but 
strongly resisted any legal or constitutional definition of itself as officially 
bilingual. Entrenchment was a fundamental goal for the federal govern- 
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ment, but it realized the limits of action. Its proposal, in Bill C-60 the 
Constitutional Amendment Bill (1978), would extend language rights, but 
they would apply initially only to the federal government; provinces were 
free to “opt-in” later if they wished. 

The Victoria Charter had been confined to familar legal and political 
freedoms. Now rights ranging from equality and freedom from discrimina- 
tion, to geographic mobility, to women and minorities, were on the table. 
The federal government, seeking to mobilize support for its project by 
responding to the resurgence of political values, supported the expansion 
of the Charter. Most provinces did not. Extensions beyond basic civil rights 
were expected to cut into provincial powers, to override local cultural 
priorities in the name of nation-wide rights, and to undermine the principle 
of legislative sovereignty. Few were prepared to swim against the public tide 
by fighting against de jure recognition of rights — a notable exception being 
property rights. The real battles hinged on whether, to what degree, and 
under what conditions the Charter should permit either order of govern- 
ment to override individual rights through such devices as a qualifying 
preamble (rights “subject only to...”) or through explicit permission, as in 
a notwithstanding clause. 


Division of Powers __ If civil and language rights had always been the 
primary federal objective, the division of powers had always been the chief 
provincial one. New issues arose here too. The most important were the 
desires of the resource-owning provinces to reinforce and clarify their 
constitutional control over the natural resources found within their bor- 
ders, and their access to the revenues flowing from their development. This 
meant undoing the results of the Supreme Court of Canada’s unfavourable 
decisions in the CIGOL and potash cases. 

All provincial governments agreed on the importance of narrowing the 
broad discretionary powers assigned to the federal government under the 
BNA Act. Some of these powers were already virtual dead-letters. Disal- 
lowance was last used against Alberta in 1943. Reservation by the 
Lieutenant-Governor had been used only 11 times since 1900, four times 
since 1920 (Mallory, 1961, p. 133). There now seemed to be a consensus on 
abolishing them, although Ottawa was not unaware of their value as a 
bargaining chip. The federal declaratory power, which had been used nine 
times since 1950, was more contentious. It had in the past been an important 
instrument of flexibility, and had not been abused. But in the often bitter 
atmosphere of the present, some provinces feared it could be used to 
override their powers over resources. The Victoria Charter had proposed 
the abolition of disallowance and reservation, but made no mention of the 
declaratory power. The federal government’s position was that it should be 
obligated to consult with affected provinces before using the power; the 
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Premiers (at their 1978 Conference) argued that it should be used only with 
the explicit consent of the provinces involved. Some non-governmental 
groups saw a role for a revised Senate in such cases. 

The spending power was an even more important tool of federal 
flexibility, making it possible to carry out national imperatives in areas of 
provincial jurisdiction. There was some question as to whether this power 
should be subject to some form of provincial consent. On this, there was no 
provincial consensus. Poorer provinces depended heavily on federal spend- 
ing, and were afraid that limitations would hurt them. Some wished only to 
require federal consultation before new programs were introduced; others 
would submit new federal proposals to a more formal ratification process. 
Opting-out with compensation was viewed by most provinces as an accept- 
able compromise. But as the federal government became more fearful of de 
facto special status for Quebec, it became more reluctant to follow that 
path. Eventually, federal leaders argued, opting-out would lead to a “che- 
querboard Canada”, where citizens received different services in different 
parts of the country and had differing ties to their national government. 

Many other questions about the division of powers were raised, most 
focussing on emergent or rapidly changing fields, such as communications. 
Provinces wished to affirm their exclusive jurisdiction over the develop- 
ment and conservation of natural resources, and to have at least some input 
into matters of extra-provincial trade and indirect taxation. The debate 
focussed primarily on which order of government’s legislation ought to be 
paramount in cases of conflict, and whether federal powers should be 
limited to cases where there was an overriding “compelling national inter- 
est”. For the coastal provinces, the dominant concern was to win jurisdic- 
tion over some or all aspects of off-shore resources. 

At the 1978-79 First Ministers Conferences, Ottawa put two new items 
on the negotiating table. The first was distribution of the authority to 
manage economic affairs. The new focus on “micro-economic”, rather than 
Keynesian, policy instruments brought with it the recognition that many of 
these instruments lay in provincial jurisdiction. In an increasingly competi- 
tive international environment in which more coherent government inter- 
vention seemed crucial to effective adjustment, Ottawa argued that existing 
processes of domestic policy formation were inadequate. The second issue 
was the integrity of the economic union. Here the call was for less govern- 
ment intervention by the provinces, rather than more. Ottawa argued that 
a growing number of provincial policies were impediments to the move- 
ment of individuals, capital, goods and services. 

The federal government, in its “Pink Paper” entitled Securing the 
Economic Union in the Canadian Constitution (Chrétien, 1980), argued that 
“deficiencies and uncertainties” in the constitutional framework, the 
product of judicial interpretation limiting the scope of section 121 (which 
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prohibits tariffs between provinces) and the scope of the federal trade and 
commerce power, had led to numerous internal barriers to trade. Ottawa 
had several proposals to rectify this situation. The Charter of Rights should 
entrench the right to live and work anywhere in the country. Section 121 
should be expanded to prohibit all governments from laws and practices 
which “directly or indirectly, unduly impede” the free movement of goods 
services, people and capital. Provision would be made, however, to permit 
the federal government to depart from this prohibition in the interests of 
public health, morals, equalization, regional development or international 
obligations. These exemptions would constrain provinces, but not Ottawa. 
The federal trade and commerce power would be expanded to include 
regulation of the movement of services and capital, competition and 
product standards. 

Ontario, while no innocent in the matter of erecting internal barriers, 
strongly endorsed the federal stand. Other provinces endorsed the concept 
of the economic union, but strenuously objected to the implied intent to 
limit provincial powers. To accept the federal position would be to alter 
drastically the balance of powers among governments. Moreover, provinces 
argued, the federal assertion of its capacity to act solely in the “national” 
interest was suspect. They interpreted much Canadian history as evidence 
for the reverse, that Ottawa acted largely in the interests of a dominant 
central Canada. Provinces were loath to give up the powers which they saw 
as a defence against such federal bias. Provincial governments were also 
reluctant to concede as much authority to the courts as the federal position 
implied. Finally, provinces argued that many provincially-induced barriers, 
such as Newfoundland’s desire to give preference to Newfoundlanders in 
the off-shore oil industry, were justified by concerns for community preser- 
vation and sharing Canadian wealth. Thus, provinces leaned towards a 
Saskatchewan compromise proposal in which only the general commitment 
to the economic union would be constitutionally entrenched, with the 
details to be worked out through intergovernmental mechanisms (Whyte, 
Romanow & Leeson, 1985, pp. 72-73). 


National Institutions —- Virtually every national institution was impli- 
cated in the growing federal-provincial tensions of this decade. As early as 
1968, Alan Cairns had indicted the simple majority, one member per district 
electoral system (1968). It exaggerated regional polarization, because in- 
terprovincial discrepancies in the distribution of seats were so much larger 
than the discrepancy in the vote. For example, the 20 percent of Albertans 
who routinely voted Liberal in federal elections often received no repre- 
sentation in Parliament; the same was true of Conservative supporters in 
Quebec. Moreover, third parties concentrated in one region, such as the 
Créditistes and Socreds, received far more federal seats than their share of 
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the national vote would warrant. Conversely, when parties that were weak 
in a particular region — the Conservatives or NDP in Quebec — made a 
special effort to gain support there, the electoral system punished them for 
the effort. Thus, the system rewarded those parties that concentrated their 
political eggs in one regional basket, creating strong incentives to develop 
political platforms geared to regional grievances (Irvine, 1979). 

The growth of government also reduced the capacity of parties to repre- 
sent effectively regional interests in Ottawa by reducing the importance of 
regional chieftains. Cabinet ministers functioned more as policy managers, 
a trend reinforced by the new system of cabinet committees and the em- 
phasis on rational policy debate. Industrial assistance, regional develop- 
ment, and job creation funds put patronage resources in the hands of key 
regional figures such as Lloyd Axworthy in Winnipeg and Alan MacEachen 
in Cape Breton. But their access to this patronage depended upon appoint- 
ment to the cabinet, a Prime Ministerial prerogative. Their capacity to 
influence this decision declined as the success of the Prime Minister came 
to depend more on establishing a direct rapport with individual voters 
through television. Liberal party reforms in these years attempted to marry 
policy-oriented grass roots activists with a leader-centered campaign 
employing sophisticated polling and advertising. Regional leaders had little 
importance in such a pattern. Patronage continued to flow from the top 
down, but “the bottom” had much less to offer in return. As a result, its 
bargaining power vis-a-vis “the top” declined (Smith, 1981; Newman, 
1968). 

These developments underpinned the trend toward a “confederal” party 
system in Canada. In contrast to the “federal” systems of Australia or 
Germany which are characterized by strong personal and financial ties 
between the local, provincial and national levels of the major parties, 
Canadian provincial party leaders played little role as brokers at national 
party conventions, and national leaders were equally absent at the provin- 
cial level. Democratizing reforms, such as public financing of elections, also 
reduced the financial links between national and provincial parties. In any 
case, after 1976 when Bourassa’s Liberals were defeated in Quebec, the 
Liberals had not a single provincial government with which to interact 
through party links. 

These weaknesses carried over into the institutions of national govern- 
ment: Parliament, caucus and cabinet, the Senate and the Supreme Court. 
The formal logic of parliamentary government is majority rule and mini- 
sterial responsibility. This yields a centralized decision-making process 
within the governing party. Regions weakly represented within it naturally 
felt frozen out of power at the centre. This was exacerbated by the high level 
of party discipline in Parliament, which left little room for individual 
members to play the role of regional or provincial spokespersons. To the 
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extent that such a role was played, it was inside the caucus and cabinet, away 
from public view, and so did little to alter the image of a governing party 
rooted in one part of the country. 

The Senate did not alleviate this problem, as it does in many other 
countries: its regional representation role was vitiated by the federal 
government’s exclusive power of appointment. As for the Supreme Court, 
despite its historically even-handed record, it is legally a creature of the 
federal government, a Status that became more problematic as an increasing 
number of federal-provincial disputes were referred to the Court. Thus, 
national institutions failed to temper national majority rule with explicit 
recognition that smaller provinces should be given more weight at the 
centre than their population alone would warrant. As Engelmann put it, 
the existing institutional norms amounted to “majority rule with a venge- 
ance” (in Pratt & Stevenson, 1981). 

In this context, federalism was defined almost entirely in terms of the 
division of powers. This resulted in two formally autonomous systems of 
parliamentary government linked only by intergovernmental diplomacy. 
But if central institutions seemed incapable of bridging regional and other 
differences, the intergovernmental mechanisms developed in the previous 
period seemed no better. Intergovernmental relations had become, at once, 
more important and more intractable. Moreover, its principal forum, the 
Federal-Provincial Conference, was an irresponsible body. It had no legis- 
lative authority, no binding rules and no formal lines of accountability, 
except that of each government to its electorate. This, some argued, gave 
provincial governments strong incentives to articulate their interests in 
exclusively provincial terms and then defend those interests without com- 
promise. 

Thus the key mechanisms of representation and accommodation in 
liberal democratic systems — elections, parties, bicameral legislatures and 
the courts — were, in the Canadian case, designed in ways that limited their 
capacity to manage inevitable regional conflicts. Roger Gibbins (1982) 
argued that this failure drove dissenting regions to support strong provin- 
cial governments. Contrary to the current wisdom, he argued, Canada was 
not more regionally diverse than the United States. The difference between 
the two countries lay in their institutions. With weak party discipline, the 
US Congress was highly sensitive to local interests and, with equal repre- 
sentation in the Senate, the smaller states and regions had a stronger voice 
than their Canadian counterparts. Hence, regional deals were struck in the 
American Congress, especially on the location of military spending. By 
contrast, if such deals were struck at all in Canada, it was through negotia- 
tion and, in this period, confrontation, between central and provincial 
governments. 
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By the late 1960s, the rising costs of these growing confrontations inspired 
increasing attention to “intrastate federalism”, as an alternative to the 
“interstate” or division of powers approach. Myriad proposals for reforms 
— to the electoral system, the House of Commons, the Senate, the 
bureaucracy and the Supreme Court — flowed from the pens of academics 
and other constitutional experts, in addition to both orders of governments 
(see Smiley & Watts, 1985; Cairns, 1979a). It soon became clear that there 
were two distinct approaches to intrastate reform. One sought to increase 
the central government’s capacity to represent all regions as an alternative 
to devolution; the other sought to strengthen the provinces by representing 
their governments directly within national institutions. 

Centralist approaches accepted Gibbins’ analysis that the existing system 
under-represented some regions and that as a result citizens in those 
regions felt excluded from power in Ottawa. Institutional failure thus made 
credible provincial government claims to be the sole effective repre- 
sentative of the interests of their province, giving force to demands for a 
role in the national decision-making process on issues affecting them. 
Federal policy weakness, then, was not due to lack of constitutional power 
or of financial resources, but to lack of popular support and legitimacy. As 
W. P. Irvine put it: 


A large measure of the current alienation from the federal government comes 
from the fact that its formal power exceeds its real social power. Governments 
act on behalf of the whole country, but they do not have support of a majority of 
voters, nor do they have caucus representation from large segments of society. 
CSI 9eOai) 


On this analysis, reforms to national institutions could reduce conflict by 
providing alternative avenues for the expression and accommodation of 
regional interests without weakening the central government. Indeed, they 
would provide it with a means to outflank provincial governments by 
rendering more plausible the claim to represent the regions as much as did 
the provincial governments in their areas of jurisdiction. All centralist 
versions of the intrastate model sought to represent citizens of regions 
independently of their provincial governments. 

Provincialist versions of intrastate federal reform were not concerned to 
reverse what centralists perceived to be the waning legitimacy of the central 
government. Their proposals aimed at representing regions at the centre 
through their provincial governments. Intrastate federalism would, in ef- 
fect, institutionalize the federal-provincial collaboration in national policy- 
making that was necessary as long as the legitimacy of provincial 
governments remained too strong to permit large-scale centralization. 

The provincialist versions of intrastate reform appeared first. Most of 
them focussed on Senate reform. The most elaborate proposal of this kind 


Postwar Order, 1974-84 265 


was advanced by British Columbia in 1978. It called for a Senate based on 
five regions (one being British Columbia), comprised of provincial 
delegates who would vote as a bloc at the direction of the provincial 
government. The delegation would be headed by a provincial cabinet 
minister. The Senate would ratify federal appointments to the Supreme 
Court and some other bodies, control use of the federal spending power, 
and have a suspensive veto in other matters. 

Several of the non-governmental contributors to the debate also advo- 
cated this type of Senate reform, including the Canadian Bar Association, 
the Canada West Foundation, the Ontario Advisory Committee on Con- 
federation, the Conservative Party, the Quebec Liberal Party and, most 
importantly, the Pepin-Robarts Task Force. Each proposal varied in detail, 
but all were roughly modelled on the West German Bundesrat, building a 
provincial voice directly into national decision-making, providing a referee 
for federal actions affecting the provinces, and ratifying federal appoint- 
ments in a revised Senate. Most contained at least a suspensive veto for 
matters clearly within federal jurisdiction, along with a provision for some 
form of double linguistic majority for matters relating to culture and 
language. 

These proposals met with many objections. Eugene Forsey and others 
contended that a House of the Provinces would become a “House of 
Obstruction”, blocking federal initiatives and blurring what distinctions 
remained between section 91 and 92 powers. Moreover, they charged, it was 
a misguided attempt to locate primarily executive functions, properly 
delegated to intergovernmental mechanisms, within a legislative body. 
Later provincial proposals sought to meet these objections by advocating 
a distinct Federal-Provincial Council, a more institutionalized FMC with 
powers limited to matters of direct intergovernmental concern, instead of 
a reformed Senate. The provincial “Best Efforts” draft of August 1980 
suggested a Council of the Provinces, with equal representation for each. 
Its jurisdiction would be limited to legislation involving the declaratory 
power, the spending power, laws made under the “Peace, Order and Good 
Government ” clause, laws to be administered by provinces, and appoint- 
ments to major boards and agencies. 

Centralist versions of Senate reform came a bit later. The federal 
government’s initial suggestion, contained in Bill C-60, was very cautious: 
senators would continue to be appointed, but now by both orders of 
government. Later federal proposals, however, sought to marry growing 
popular pressures for a more democratic system to the concern to enhance 
federal power, as they had with the Charter and the idea of referenda on 
constitutional amendments, by advocating the direct election of senators. 
Proposals coming from private groups and individuals — including the 
Canada West Foundation, Roger Gibbins, and Gordon Robertson, from a 
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Joint Parliamentary Committee in 1984, and from the Macdonald Commis- 
sion in 1985, also favoured an elected Senate. 

But there were difficulties with these proposals. The more authority given 
the Senate, and the more its membership approximated equality for each 
province, the more it would complicate the principle of representation by 
population and of cabinet responsibility to the House of Commons. The 
more the Senate’s powers were weakened to avoid this danger, the less 
effective it would be in regional terms. The relationship between member- 
ship in the Senate and the party system would also be complicated: some 
proposals wished to ensure members would be truly “regional” by denying 
them the ability to be cabinet ministers, join party caucuses or wear party 
labels; others thought the Senate should be partisan, its members making 
up for regional imbalances in the Commons party membership. 

As the debate progressed, it also became clear that intrastate reforms 
would be no cure-all for the ills of Canadian federalism. Even if the goal of 
regional representation were met, the need for a high degree of inter- 
governmental cooperation and coordination would remain, since provinces 
would retain all their current powers. Thus, the proposal could not be a 
substitute for improved intergovernmental relations, unless improved 
regional representation at the centre was considered a prelude to dramatic 
centralization. Finally, all such proposals were perhaps fatally hobbled by 
the fact that all of the institutional players most likely to be threatened by 
them — provincial governments, the existing Senate and members of the 
House of Commons — had a veto over such changes. 

Another important group of centralizing intrastate proposals sought to 
reform the electoral system to reduce the disparity between party electoral 
support and party seats at the national level. Once again, these suggestions 
came from private groups. None went so far as to advocate true proportion- 
al representation. Most, such as that of the Pepin-Robarts Task Force, 
suggested a “topping up” mechanism: in addition to voting for their in- 
dividual MP, voters would cast a vote for a party list, from which additional 
MPs would be selected to bring each party’s caucus in each region more in 
line with its share of the popular vote. 

The final national institution to be discussed was the Supreme Court. The 
basic issue was whether the court should continue to be a creature of federal 
legislation, with all its members appointed by the central government, even 
though it was the last court of appeal on issues of jurisdictional dispute. 
Those sympathetic to the provinces proposed entrenching provisions 
regarding the Supreme Court — for a provincial role in appointments, for a 
certain number of Justices trained in the Quebec civil law, and for a 
particular distribution of judges across regions — in the constitution. Such 
proposals were frequently coupled with suggestions for an enlarged court. 
Finally, there were those who argued that, given the centrality of constitu- 
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tional issues, a separate constitutional court should be created. Alberta, for 
example, called for a representative constitutional court, with randomly 
selected panels chosen from a pool of provincial Superior Court Judges. 
Quebec called for a constitutional bench, with equal numbers of Quebec 
and non-Quebec judges. The federal government was prepared to entrench 
the court and to agree to consult with the provinces on appointments. 
Several provinces were content with this, but others argued for ratification 
of judicial appointments by a reformed Senate or, in the case of Ontario, 
for federal appointment from a list drawn up by a National Judicial Council 
made up of the 11 Attorneys-General. 


The Process 


The dynamic of intergovernmental bargaining and alliances reflected the 
larger goals of each government. At this level, matters of principle were 
inextricably bound up with self-interest. Myriad issues were drawn into the 
net of constitutional discussions. Substance was frequently impossible to 
separate from procedure: how Canada got a new constitution might say as 
much about its federalism as the words written in it. 

It would be necessary to resort to the Parliament of the United Kingdom 
to amend the BNA Act. The domestic requirements before such a request 
could be properly made and assented to by Britain became a central issue. 
Hence the battle spilled over into the UK Parliament as provinces appealed 
to it as the final defence against “federal majoritarianism” while Ottawa 
asserted that Britain was constitutionally required to honour a federal 
request, without looking behind it. Past failures to agree on a domestic 
amendment formula thus haunted the discussions and increased the 
acrimony. It eventually fell to the Supreme Court of Canada to define the 
workable formula. 

The process of constitutional reform was shaped, above all, by the evolu- 
tion of events in Quebec. Following the failure of the Victoria Charter in 
1971, there had been little stomach for further discussions. But when the 
election of the PQ appeared imminent, talks and proposals multiplied. Still, 
provincial governments retained the initiative and they had limited incen- 
tives to agree. This dynamic was fundamentally altered when the federalists 
won the 1980 referendum on sovereignty-association with promises of a 
renewed federalism. From that point the ball was in the federal court, as 
René Levesque had put it, and Ottawa seized the initiative. 


Before the Referendum The first formal proposal for “renewal of the 
federation” was the federal government’s White Paper, A Time for Action, 
and its constitutional amendment Bill, C-60, published in June 1978. It 
proposed a two-stage process which distinguished between those areas in 
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which Parliament had full authority to act alone, and which were therefore 
not subject to provincial veto, and those where federal-provincial agree- 
ment was required. 

In Phase One, to be completed by July 1, 1979, Ottawa would enact a 
Charter of individual and language rights, applying initially to the federal 
government, but with provision for provinces to “opt-in”, a clarification of 
the role of the Governor-General and, most controversially, the replace- 
ment of the Senate with a new House of the Federation. Federal and 
provincial legislatures would each appoint half its 118 members, based on 
proportional representation from political parties. This body would have a 
veto both on federal bills affecting the provinces and on bills of “special 
linguistic significance”, for which a double majority of French- and English- 
speaking members would be required. As an inducement to provinces to 
opt-in to the Charter, Bill C-60 also proposed to abolish the reservation 
and disallowance powers, to enlarge and entrench the Supreme Court, to 
provide for an annual FMC, and to include a new preamble. Phase Two, to 
be completed by 1981, would deal with the division of powers, the amending 
formula and, a new item on the agenda, native rights. 

Provincial reaction to Bill C-60 was hostile. They argued that the distinc- 
tion between areas where Ottawa could act and those which required 
agreement was artifical and unrealistic and ignored the provincial priority 
on the division of powers. The reformed Senate was criticized on the ground 
that it would affect the rights and privileges of the provinces and alter the 
federal balance, so that Ottawa did not, under section 91.1, have the 
authority to proceed unilaterally. The federal government responded by 
referrring the matter to the Supreme Court. Others criticized the House of 
the Federation on substantive grounds. The NDP argued it would per- 
petuate the undemocratic character inherent in any appointed Senate. 
Dupré and Weiler (1979) argued it would make for a more cumbersome 
and complex Senate without achieving any clear purpose. All comments 
were heard by a Special Joint Committee of the Senate and House of 
Commons. 

Meanwhile, the Supreme Court returned its decision on the constitution- 
al question. The majority significantly limited the authority of the federal 
government to amend the constitution under the 1949 amendment. The 
power to alter the Constitution of Canada, “subject only to specifically 
enumerated exceptions”, said the Court, referred to the juridical entity of 
the government of Canada, not to the country as a whole. Moreover, it 
argued that the powers and mode of representation in the Senate were 
essential elements of the federal bargain, a protection for the “various 
sectional interests in Canada in relation to the enactment of federal legis- 
lation”. Reform of the Senate was thus a reform to the federal system itself, 
and not within federal authority alone. 
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The Premiers called for a constitutional conference to discuss both Bill 
C-60 and their new division of powers proposals. In their communique of 
August 1978 they called for increased authority in immigration, resources, 
culture, communications and fisheries; and for constraints on federal 
authority with respect to the spending, declaratory, emergency, and treaty 
powers. There should be an annual First Ministers Conference (FMC), and 
a provincial role in judicial nominations and the creation of new provinces. 
They objected especially to the procedures of Bill C-60, with its two phases, 
deadlines and threat of unilateral action. An alliance between the Premiers 
and the federal Conservatives was emerging: at a meeting in Kingston the 
previous April, Joe Clark and a number of Premiers had come to a loose 
agreement on the directions for constitutional change. 

The federal government accepted the proposal to meet. The FMC held 
in the fall of 1978 established a Continuing Committee of Ministers on the 
Constitution to see whether there could be agreement on “Best Efforts” 
drafts for specific changes, the results to be examined at the winter 1979 
FMC. The federal government’s attention, as Bill C-60 suggested, was on 
Quebec; it wanted progress on language rights, patriation and the amend- 
ment formula. Ottawa also foreshadowed its later focus on the economic 
union, with its own list of jurisdictional issues related to “powers over the 
economy”. 

Provincial positions varied considerably, according to their particular 
role in Confederation, but their agendas were very different from Ottawa’s. 
Newfoundland called for jurisdiction over fisheries and off-shore resources, 
and all Atlantic provinces wanted entrenchment of the principles of 
equalization and a strong central government capable of redistribution. The 
Western provinces emphasized the distribution of powers, especially in 
resources. Alberta advocated an amendment formula which would provide 
cast-iron protection against amendments that would weaken control over 
resources. Its proposals were published in a document titled Harmony in 
Diversity (1978). British Columbia wanted any formula to reflect its claimed 
status as a “fifth region”, and advocated its model for reform of the centre, 
also elaborated in a series of pamphlets. Ontario had few jurisdictional 
concerns: its focus was on protecting the common market and improving 
the machinery of collaborative federalism. Quebec’s chief concern was to 
lay the groundwork for the coming referendum. 

There was unanimous agreement on only a few minor matters, although 
considerable progress was made on others. But with the federal election in 
the offing, and the Quebec referendum still to come, there was little sense 
of urgency to reach an immediate ageement. The absence of such agree- 
ment, coupled with the Supreme Court’s ruling, condemned Bill C-60 to 
die on the order paper. Further activity would be delayed until after the 
Quebec referendum. 
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In the meantime non-governmental groups were publishing their 
proposals for reform. Most important was the report of the Pepin-Robarts 
Task Force, published in December 1978. Its recommendations, in.A Future 
Together echoed the first report of the Royal Commission on Bilingualism 
and Biculturalism more than a decade before, arguing that Canada was 
going through a “crisis of existence”. Its vision of the federation was much 
Closer to that of the provinces and Quebec federalists than to the federal 
Liberals. The two fundamental characteristics of the country, a source of 
strength as well as division, were identified as “regionalism” and “dualism”, 
tempered with a third goal of “sharing”. Institutional changes must embrace 
and promote these characteristics, not deny them. The Task Force took a 
provincialist approach to language rights: constitutional entrenchment at 
the provincial level should await agreement. It recommended replacement 
of the Senate with a 60-member Council of the Federation appointed by, 
and acting as delegates of, the provincial governments. It proposed to 
improve regional representation in the House of Commons by selecting an 
additional 60 MPs by proportional representation, so as to assure at least 
some representation from each region in all parties. 

The Task Force did not devote much attention to the division of powers. 
Ottawa would have primary responsibility for the national economy, includ- 
ing the common market and regional redistribution; the provinces would 
also have broad economic powers and primary responsibility for their 
“social and cultural well-being”. It accepted the possibility of de facto 
“special status” and the right of self-determination for Quebec by arguing 
that a democratic vote to secede must be respected. Thus, the Task Force 
took a very different view from that prevailing in the federal government. 
It saw resolution of the crisis as lying not in a reassertion of federal power 
but rather in embracing the linguistic and territorial diversity of Canada, by 
strengthening provinces and creating a more regionally sensitive federal 
government. It reflected the widespread view of the time “that only a looser 
federation could contain the pressures afoot in the nation” (Whyte, 1985, 
p- 9). 

These assumptions were shared by most reform proposals of the period. 
The Beige Paper of the Quebec Liberal Party, for example, urged a 
strengthening of provincial powers (while retaining key federal powers over 
the national economy), and the entrenchment of the provincial right to 
opt-out of federal programs. It recommended abolishing the federal powers 
of declaration, reservation and disallowance, and subjecting other federal 
powers to provincial consent. It too called for a provincially-appointed 
body, acting as a dualist body on linguistic matters, to replace the Senate. 
The Supreme Court would also sit as a “dualist” bench on constitutional 
issues. 
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To critics such as Cairns (1979c), and Dupré and Weiler (1979), this 
formula — constraints on Ottawa, stronger provinces and collaborative 
policy-making — would further institutionalize linguistic and regional 
divisions, give too little weight to pan-Canadian values, and fragment 
national political authority. They gave much greater weight to reforms at 
the centre enhancing the federal capacity to represent all regions and to 
define a national purpose which transcended region. 

The federal political parties diverged on these questions. In the 1979 
election campaign, Conservative leader Joe Clark spoke of Canada as a 
“community of communities”. While not spelling out a detailed constitu- 
tional program, Clark signalled his desire to work with the provinces, 
promising jurisdiction over off-shore resources to the provinces, along with 
some control over fisheries and withdrawal of Ottawa from lotteries. 
Generally, he promised a more consensual, cooperative federalism. Prime 
Minister Trudeau caricatured Mr. Clarkas a “head-waiter” who would “give 
away the store” to the provinces, resulting in a Canada that was little more 
than a collection of “shopping centres” strung out across the continent. 

The 1978-79 discussions ended with the 1979 federal election and the 
formation of the Conservative minority government. Preoccupied with 
learning how to govern, and uncertain how to participate in the Quebec 
Referendum campaign, the Clark government took no new constitutional 
initiatives. 


After the Referendum Thesudden restoration of the Trudeau Liberals 
in the February 1980 election, followed by the victory of the "NO" side in 
the PQ referendum, transformed the debate. The PQ was in disarray: its 
only remaining strategy was to ally itself with other provinces, an awkward 
position for a party intent on showing that it was a province fundamentally 
different from the others, and that Ottawa was the natural government for 
all of English Canada. By contrast, the federal government was in a far more 
powerful position. Its claim to speak for Quebec was immeasurably 
strengthened and it had defeated provincialism on its home ground. Armed 
with this result and its new electoral majority, Trudeau was ready and 
willing to do battle against decentralizing forces on all fronts. Between 1975 
and 1980 the provincialist agenda had dominated the discussion; now the 
federal government took the offensive. 

Within 24 hours of the Quebec Referendum result, the federal Minister 
of Justice, Jean Chrétien, was on his way to the provincial capitals to consult 
about a new round of constitutional talks. Shortly thereafter, the Premiers 
came to Ottawa and it was agreed to open discussions on 12 issues, com- 
bining the primary concerns of both sides: patriation, amendment, a 
Charter of Rights, a statement of principles, the Senate and the Supreme 
Court, and the division of powers. 
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A Continuing Committee of Ministers, co-chaired by Justice Minister 
Jean Chrétien and Saskatchewan Attorney-General Roy Romanow, met 
through the summer to prepare for a summit meeting in September. The 
intensive discussions of this cross-country travelling road-show were com- 
plex and difficult. The continuing conflict over energy intruded to heighten 
tensions. The Quebec government played an active role in the talks. One 
of the most remarkable developments over the summer was the forging of 
a close alliance between Quebec and most of the other provinces, united by 
not only a common provincialist view of Canada, but also a suspicion of 
federal intentions. The provinces were particularly unhappy about the 
Prime Minister’s insistence that if there were no agreement at the Septem- 
ber FMC, then Parliament “would have to look to its duty to the Canadian 
people” and act unilaterally. 

Ottawa was now less prepared to concede than before. It pressed hard on 
its Own agenda and withdrew its support for earlier “Best Efforts” drafts. 
There seemed to be wide public support for its general position. A survey 
published on August 6, 1980 by the Toronto Star showed that large 
majorities in every province wanted a “made in Canada constitution”. 
Furthermore, large majorities everywhere, including Quebec, wanted con- 
Stitutional guarantees of human rights and supported minority language 
rights, to apply “where numbers warrant”. The principle of equalization 
_ also received strong support everywhere. Once issues were cast outside 
specific regional grievances, and outside the question of legitimate proce- 
dure, Canadians appeared united. About the same time the federal govern- 
ment published its paper titled Securing the Canadian Economic Union in 
Confederation (which provincial governments viewed as a new challenge to 
their traditional economic powers) and launched an expensive advertising 
campaign —“Make it work. Make it right. Make it ours.” — to promote its 
view of constitutional change. 

Meanwhile, the Continuing Committee, also known as the “Uke and 
Toque Show”, made progress on a number of issues. Optimists felt that a 
broad compromise, incorporating federal goals with respect to the Charter 
of Rights and some provincial objectives on the division of powers, was 
possible at the September FMC. Instead, the five days of meetings ended 
in failure as the deep differences that remained among the First Ministers 
were broadcast before the whole country. There are many possible explana- 
tions for the failure: the need for unanimity, which allowed each govern- 
ment to hold out for its own pet proposals; the mutual suspicion and distrust 
among the leaders; the fact that the existing constitution, however battered, 
was Often preferable to accepting the alternatives proposed by others; the 
restriction of the participants to governments whose own interests were at 
stake; the leaking of a federal strategy document (the Kirby memorandum); 
the desire of some participants to sabotage agreement. The list could go on. 
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But the basic reason for failure lay in conflicting provincialist and 
centralist visions of Canada, fuelled by substantial policy differences. Prime 
Minister Trudeau and his supporters wrapped themselves in the mantle of 
Macdonald: “the greatest enemy is the enemy within”; Parliament is the 
“only group, the only assembly which can express the national will and the 
national interest”. It followed that, “When there is a conflict between the 
national will and the provincial will, the national will must prevail. Other- 
wise we are not a nation.” (in Zukowsky, 1981b). To Trudeau, provin- 
cialism, like the Quebec nationalism which he had fought for so long, 
threatened to destroy the country. For the provinces, the “enemy” was the 
tyranny of the federal government. Their historical reference was the 
compact theory. Provincial governments are legitimate representatives of 
provincial communities, which are as important as the national community. 
The country must be a partnership between “Section 91 and Section 92” of 
Canada. Both views were argued with passion and conviction in Ottawa’s 
cavernous National Conference Centre. 

At the conclusion of the conference, the Prime Minister promised to meet 
his caucus and cabinet. “In due course we will announce our proposed plan 
of action to the Canadian people and to Parliament” (in Zukowsky, 1981b, 
p. 56). A few days later, on October 2, Trudeau announced a “Proposed 
Resolution for Address to her Majesty the Queen Respecting the Constiti- 
tion of Canada”. Canadians, he argued, had failed to agree on a domestic 
amending formula after 54 years of trying; Canadian nationhood was there- 
fore incomplete. The unanimity rule was a strait-jacket; the deadlock had 
to be broken: “We took the ideal of unanimity and made it a tyrant”. Each 
Premier had used his threat of veto to “seek the particular good of a 
province or region...so we achieved the good of none; least of all did we 
achieve the good ofall”. He described the provincial position as a “radically 
new concept of Canada” — a concept of ten provinces rather than a single 
country. The federal Parliament had the legal authority to ask for an 
amendment without seeking provincial consent. It could achieve through 
petition to the United Kingdom what s. 91(1) prevented it from doing 
within Canada, and could thus by-pass the constraints of executive 
federalism. “Our duty”, said Mr. Trudeau, “is clear: it is to complete the 
foundations of our independence so our freedoms... . Freedom from the 
paralysis of the past, with our constitution home, with our rights and 
freedoms guaranteed, the process of renewal can truly proceed.” Parlia- 
ment, drawn from all over Canada, had the right and duty to speak for all 
Canadians. Distinguishing between “powers for the people” and “powers 
for governments”, he argued that the Resolution would not shift power 
from the provinces to Ottawa, but from both to citizens. “Freedom is not a 
federal-provincial question.” No longer would he trade “fish for rights” in 
intergovernmental waters. Canadians, Trudeau argued, had given their 
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pledge to Quebec; now it must be redeemed. “We are summoned to a great 
act of national will.” 

The Resolution would patriate the constitution, using Britain “one more 
time” to end the need for future requests. It would entrench an amending 
formula which would require consent of Ottawa, Quebec, Ontario, and two 
provinces — with a majority of the population in each region — from the east 
and from the west, and provide for a federally-sponsored referendum 
procedure. It would entrench a Charter of Rights and Freedoms, including 
both political and language rights, that would be binding on both levels. 
Finally, it would entrench a commitment to equalization. There were no 
concessions to the provincialist view of Canada and there was nothing to 
persuade the Premiers to accept. The federal government would appeal 
over the provinces to the people. This use of force majeure moved the debate 
from the intergovernmental to the Parliamentary arena, widened the range 
of participants, and shifted the focus of attention from questions about 
federalism to questions about citizen rights. 

Eight provincial governments and the federal Conservatives opposed the 
federal initiative. “It is”, said Premier Allan Blakeney of Saskatchewan, 
“inconsistent with our historical traditions, and with our present concep- 
tion of Canada as a federal state” (Zukowsky, 1981b, p. 62). Conservative 
leader Joe Clark argued that: 


Because a constitution is so basic to a country, it must be the product of the 
broadest possible consensus. It cannot be arbitrarily imposed...by only one 
individual or government. Nor can it be achieved through threat, ultimatum or 
artificial deadline... . Mr. Trudeau tonight offers Canadians the prospect of 
divisive referenda, prolonged constitutional challenge in the courts, and federal- 
provincial turmoil. That is a betrayal of those Quebecers who voted NO in the 
Quebec referendum, and all other Canadians who seek genuine renewal of our 
confederation. 

(Zukowsky, 1981b, p. 62) 


New Democratic Party leader Ed Broadbent supported the Resolution 
from the start, a stance which, as we have noted, divided his party along 
regional and federal-provincial lines. Such intra-party strains were much 
less of a problem for the Liberals: there were no Liberal provincial govern- 
ments to contend with and almost no Liberal MPs from the West. The 
Tories were united with most of their provincial brethren on procedural 
grounds, but the two provincial governments that supported the federal 
action were also Conservative. 

Premier Davis of Ontario said that the Resolution accorded closely with 
Ontario’s constitutional goals. Not to act now would be a “victory for those 
who say this nation is unworkable”. Despite many reservations Premier 
Hatfield of New Brunswick, whose position on language rights was close to 
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that of Mr. Trudeau, added his support. The federal government was 
anxious to win more provincial allies and Saskatchewan Premier Alan 
Blakeney was equally concerned to avoid polarization, but efforts to bridge 
the gap between them ultimately failed. Thus was born the “Gang of Eight” 
provinces opposing the coalition of the federal Liberals and NDP with the 
Conservative governments of Ontario and New Brunswick. 

The Parliamentary debate on the motion to refer the Resolution to a 
Special Joint Committee was ended only by invoking closure over impas- 
sioned protests. The Committee’s televised hearings represented the first 
significant opportunity for concerned citizen groups to put forward their 
views. Its original deadline was extended to accommodate the 97 witnesses 
and the 409 individual and group briefs that were eventually submitted. The 
overwhelming majority of the representations focussed on various aspects 
of the Charter of Rights; very few on such federalist questions as the division 
of powers or the amending formula. Most briefs to the Joint Committee 
opposed the Resolution, not on the ground that unilateral action was 
illegitimate, or that it weakened the provinces, but rather because it was 
believed that the proposed Charter had too many “loopholes” and did not 
extend far enough. The pressure was overwhelmingly in the direction of 
increasing its scope and force. Many groups criticized the broad exceptions 
set Out in section 1. Women’s groups sought stronger equality provisions. 
The handicapped and many others wanted wider guarantees of non-dis- 
crimination. Native peoples wanted the Charter to recognize historic rights 
(see Zukowsky, 1981b, p. 74). 

These representations led to a number of changes, some proposed by the 
Government and others by the Opposition parties. It was an experience of 
Parliament in action which Canadians had seldom witnessed and it gave the 
constitution a popular focus that it had not hitherto possessed. It also 
demonstrated how “shifts from one arena to another changed the agenda 
and the actors” (Cairns, 1985, p. 122). More generally, it underlined the fact 
that the community identities to which the Constitution must respond were 
no longer simply those of nation, province and language. The constitution 
must now speak to, and reflect, non- territorial conceptions of citizenship 
and community. 

The debate continued in the House of Commons. While recognizing the 
wide popular support for much of its substance, the Conservatives con- 
tinued to oppose the Resolution as a whole. Joe Clark argued that: 


The tragic irony is that at a time when there was that sense of Canadians wanting 
to build together and when regions which had felt inferior began to feel equal, 
instead of using that emotion...to build common Canadian purposes, this 
government brought in a measure which drives Canadians apart. Our constitu- 
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tion could be a source of Canadian pride and unity. Our Constitution has been 
made a source of Canadian shame and division. 
(in Zukowsky, 1981b, p. 88) 


Conservative opposition in Parliament critically undermined the 
legitimacy of the federal project, since it denied it the support of all but a 
handful of elected western representatives. Had a unanimous Parliament 
faced the provinces, the outcome might have been very different. 

As the debate dragged on, the provinces rallied to fight the federal action. 
Parliamentary delay was essential to mobilizing public opposition and to 
mounting a court challenge. The Gang of Eight coordinated their strategies 
and launched reference cases in the Quebec, Manitoba and Newfoundland 
appeal courts. The Manitoba reference, for example, asked for an opinion 
as to whether the Resolution affected federal-provincial relationships or 
the rights, powers or privileges of the provinces; whether there was a 
consitutional convention requiring provincial consent to requests for such 
amendments; and whether Ottawa was “constitutionally required” to 
secure it. On February 3, 1981 the Manitoba Court of Appeal ruled 3-2 in 
Ottawa’s favour; on March 31 the Supreme Court of Newfoundland ruled 
3-0 in favour of the provinces. With the legality of the Resolution now in 
question, the federal government could no longer avoid getting a definitive 
ruling from the Supreme Court of Canada. An agreement with the Opposi- 
tion led to final passage of the amended Resolution, but with no further 
action to be taken until the Supreme Court reference had been decided. 

The legal debate also involved the question of whether the British Par- 
liament had an obligation to pass a federal Resolution, or whether, under 
the Statute of Westminster, it had a residual trusteeship role to protect the 
federal principle. A committee of the British House of Commons, the 
Kershaw Committee (House of Commons [UK], 1981), argued that a 
trusteeship duty remained. But federal officials claimed they had a commit- 
ment from Prime Minister Thatcher to pass the Resolution without ques- 
tion. British MPs and Ministers were enthusiastically lobbied by 
representatives of both sides of the issue, including Canadian native groups. 
Doubts about early passage grew. 

Provincial politicians countered the federal Resolution with a patriation 
plan of their own. In April 1981 the eight Premiers signed a document 
calling for immediate patriation and enactment of an amending formula, 
to be followed by three years of negotiations on other issues. The proposed 
amendment formula was adapted from one first put forward by Alberta: 
normal amendments could be made by Ottawa plus two-thirds of the 
provinces representing 50 percent of the population. Thus there would be 
formal equality of all provinces and no automatic veto for Quebec and 
Ontario. Some areas were reserved for unanimous agreement. Any 
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province would be permitted to opt-out of an amendment affecting provin- 
cial powers and to receive appropriate fiscal compensation. There was no 
mention of a Charter of Rights, or of referenda. Just as Ottawa’s package 
made no concessions to the provinces, the April accord made none to the 
nationalist federal agenda. Despite the televised solemnity of the inter- 
provincial accord, it received little public support. Indeed, it appeared to 
demonstrate how little the provinces could agree on and how little attention 
they paid to the popular enthusiasm for the Charter. 

There matters stood while the Supreme Court deliberated. Its decision, 
the first to be televised in Canadian history, was handed down on September 
28, 1981. In a complex ruling, dubbed by Peter Russell as “bold statecraft” 
but “questionable jurisprudence” (1982), the court drove the governments 
back to the bargaining table. The crucial majority concluded that it would 
be legal for the Parliament to act without provincial consent, but that this 
would still be unconstitutional since it would breach an established conven- 
tion of substantial provincial consent. Both sides had won; both had lost. 
Ottawa was told it had the narrow legal authority, but not the legitimacy, 
to proceed. It could do so now only at extraordinary political risk. Provinces 
had been warned that if they continued to delay action, Ottawa might move. 
The only way out was to return to the intergovernmental table. But now 
there was a critical difference: the convention, said the Court, did not mean 
unanimity; it required only “substantial consent”. Two provinces was clear- 
ly not “substantial consent”, but one province could no longer stop the 
process. The groundwork for a settlement without Quebec had been laid. 

The federal government initially claimed victory. Ontario’s ministers 
called for Ottawa to proceed on its own. But Joe Clark seemed closer to the 
mark: “For the government of Canada to try to proceed with its resolution 
would be destructive of national unity and absolutely wrong for the country” 
(Press Release, 30 Sept.). The Quebec National Assembly, with only nine 
Liberals dissenting, passed a resolution calling for immediate negotiations 
with “full respect for the principles and conventions which must apply to 
any modification of the Canadian federal system.” 

On September 29, the Prime Minister offered to talk to the provinces as 
long as there was no more delay and no further powers were given to the 
provinces. Bill Bennett, the Premiers’ spokesman, began discussions with 
his colleagues. All ten Premiers met in Montreal on October 19 and 20, and 
the eight dissenters remained a further day. After much jockeying, it was 
agreed to hold a Constitutional Conference on November 2, continuing, as 
the Prime Minister said, “for as many hours or days are necessary until 
either we have reached a consensus...or it has become clear that such a 
consensus is not possible” (Zukowsky, 1981b, p. 20). The fixed coalitions 
were now dissolving: behind the scenes, Ontario, Saskatchewan, B.C. and 
other governments were probing for the basis of an agreement. 
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On November 2, the First Ministers met under extraordinary public 
pressure to resolve the issue. In a remarkable series of public and private 
encounters they forged a deal. It included patriation; the provinces’ April 
amending formula, without the provision for opting-out with fiscal com- 
pensation (Quebec’s minimum condition for accepting a formula which 
removed its veto power); the Charter of Rights, but with significant new 
limitations; and provisions on equalization and resources. It also called for 
future constitutional conferences, including a specific commitment to con- 
sider Native rights. Under the revisions to the Charter, the entrenched 
mobility right was qualified to allow any province with an employment rate 
below the national average to discriminate in favour of its disadvantaged 
residents. A “notwithstanding” clause would allow any government to 
suspend sections relating to fundamental freedoms, and legal and equality 
rights, by incorporating a provision in relevant legislation explicitly exclud- 
ing it from purview of the Charter. Many details needed to be worked out, 
but the essential compromise had been made. 

Two important modifications soon followed. With the notwithstanding 
clause, the agreement qualified the sexual equality provisions of earlier 
versions. It also dropped a carefully negotiated statement of Native rights 
in favour of a further conference. For both groups, the episode suggested 
that they had been pawns in an intergovernmental chess game. But, under 
the circumstances, they proved to be pawns with some political muscle. A 
massive, country-wide lobbying effort by women’s groups forced a rapid 
agreement to include section 28, a clause which would be exempt from the 
notwithstanding clause, guaranteeing rights equally to male and female 
persons. A similar lobby by native rights groups resulted in a new section 
35, recognizing “existing” aboriginal and treaty rights. 

On November 18, 1981 the Minister of Justice introduced the Resolution 
that Parliament would send to Britain, the last time such a petition would 
be made: “We, Your Majesty’s loyal subjects, the House of Commons of 
Canada in Parliament assembled, respectfully approach Your Majesty, 
requesting that you may graciously be pleased to cause to be laid before the 
Parliament of the United Kingdom a measure... ”. The Resolution would 
cause Britain to enact the Constitution Act, 1982. Henceforth, “no Act of 
the Parliament of the United Kingdom...shall extend to Canada as part of 
its law.” It was passed by the Canadian House of Commons on December 
2, 1981, as Members spontaneously broke into “O Canada”. On December 
8, after Senate passage, Governor-General Edward Schreyer was presented 
with leather-bound copies of the Resolution by the Speakers of the House 
and Senate, and set off to London. 

In the Parliamentary debate the Conservatives called for the restoration 
of full opting out, with compensation. They also proposed a modification 
of Charter language rights: these would not apply to Quebec if the province 
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accepted a “Canada clause” in its own legislation, allowing any resident of 
Quebec to attend English schools if his/her parents had been educated in 
English anywhere in Canada. The Tories also pressed for restoration of the 
commitment to sexual equality. The NDP supported these suggestions, but 
argued that opting-out with compensation should apply only to Quebec. 
The federal government restored a measure of fiscal compensation, making 
it available to any province opting out of amendments affecting provincial 
educational or cultural powers. But the Prime Minister warned that 
whatever the imperfections of the intergovermental Accord, the govern- 
ment was bound by it and further amendments would not be accepted — a 
position which was to be restated a few years later with the Meech Lake 
Accord. 

Most provincial governments could feel they had won their essential 
point: blocking unilateralism and gaining their preferred amendment for- 
mula. So could the federal government: it had achieved a “made in Canada” 
constitution and a strong Charter of Rights. Neither side won everything it 
wanted and there was much left unresolved on both sides (Banting & 
Simeon, 1983). 

For the Quebec government, however, the outcome was an unmitigated 
defeat. The provincial alliance forged after the referendum had now been 
shattered. Quebec had lost the veto, and it had lost the comprehensive 
compensation alternative. It faced a Charter of Rights with language 
provisions that would soon be used to undercut important aspects of 
Quebec’s legislative efforts to promote “francization”. Quebec, argued 
Premier Levesque, had been the victim of “blackmail” and “nocturnal 
machinations”. The Quebec National Assembly unanimously passed a 
resolution denouncing the settlement, and affirming its “traditional” right 
of veto. The PQ government announced that it would not participate in 
intergovernmental meetings, and launched a legal case asserting Quebec’s 
constitutional right to veto any constitutional amendment bearing on its 
powers. It passed legislation declaring that all future Quebec legislation 
would be subject to the “notwithstanding” clause. 

The settlement probably left Quebec constitutionally weaker than it had 
been at the outset. Previously, few had questioned that Quebec had a veto 
over constitutional changes. Virtually every proposed amendment formula 
had included the concept, and it had been honoured in practice: when 
Quebec rejected the Fulton-Favreau amendment formula in 1965, or the 
Victoria Charter in 1971, few had suggested that they should proceed 
anyway. Yet this was exactly what happened in 1981-82. Now the vision of 
successive Quebec governments had been rejected by both the federal 
government and the other nine provincial governments: the federal view of 
Quebec in Canada had prevailed over the view of Quebec as a distinct 
society and of the provincial government as its principal political expres- 
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sion; and the provincialist view of co-equal provinces had prevailed over 
the view of a binational Canada and special powers for Quebec. 

How could the process of constitutional reform, initiated twenty years 
before primarily in response to Quebec, have ended in such an unequivocal 
blow to that province? From the beginning it was clear that Quebec had 
different priorities from other governments; it was seeking more fundamen- 
tal constitutional reforms, with greater urgency. While they could all agree 
when the issue was a federal initiative, such as Bill C-60 or the patriation 
resolution, in the end the gulf became evident for all to see. It turned out 
that the greatest bargaining power for Quebec had been the threat to elect 
a separatist party: its bargaining power was probably less after November 
15, 1976 than before. There was no obligation to negotiate directly with 
Quebec. Certainly Quebec’s bargaining power was even less after the 
referendum. Despite the widespread bitterness over the 1982 settlement 
reflected in opinion polls and the National Assembly vote, the PQ had 
neither the will nor the ability to rally the people in Quebec against it, for 
the reasons already discussed. This, above all, was why the rest of Canada 
could afford to override Quebec’s opposition, as it had in the Reconstruc- 
tion years. 

The Constitution Act was proclaimed on April 17, 1982 in a glittering 
ceremony on Parliament Hill. The full meaning and implication of the Act 
will not be known for many years. It did not end the tensions between region 
and nation, Quebec and Canada, which brought about the constitutional 
crisis. Like the British North America Act, the new constitutional docu- 
ment embodied the tension between Canada as a single nation in which 
universal citizenship is guaranteed through the national government, and 
Canada as a diverse federal state, built up from provincial identities, with 
sovereignty divided between two orders of government. 

The provincialist image is found most clearly in the amending formula: 
change in the future will require the consent not only of the national 
government, but also of the governments representing the provincial com- 
munities. Those communities can protect themselves against the will of the 
national majority through the opting-out provisions and, if necessary, 
through the use of the notwithstanding clause. The document also under- 
lines the provincial control of resources in a revised section 94.A, which has 
been such a strong base of provincial power. 

The Charter is arguably the strongest bearer of the nationalist image of 
Canada. At its core is a conception of individual rights, possessed by all 
Canadians, independent of place. To the extent that these rights cannot be 
divorced from community, it is by virtue of membership in the national 
community, and through the guidance of a national institution — the 
Supreme Court — that rights are to be defined and protected. In a charter- 
based society, argues John Whyte, relations between citizen and state 
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become “systematized, centralized, uniform, constant, unilateral and 
direct”, whereas in a federal system they are “diverse, filtered, diluted, 
subject to mediation and complicated” (1984, p. 28). 

This is not to say that collective rights are ignored in the Charter. Finding 
a balance between the individual and collective rights within it will be a 
central task for the courts. Nor are the traditional collectivities, provincial 
and linguistic, ignored. But they are now less fundamental, sharing equal 
constitutional status with collective rights defined without any reference to 
territory — the rights of natives, women and the handicapped. It is these 
considerations which led Romanow, Whyte and Leeson to see the outcome 
as ultimately a victory for the centralizing liberalism which Pierre Trudeau 
represented. Canada, they argue, is 


...catching up to Macdonald: Less and less do Canadians see the country’s virtue 
to be its capacity to accommodate and nurture its many local political com- 
munities. More and more, Canada is seen to be a single political unit which, in 
its own right, has the responsibility and, now, the will to represent the interests 
of all... . [T]he idea of the liberal state clashed with western regionalism and 
Quebec nationalism [and the liberal state won]. 


(1985, p. 3) 


Alan Cairns, a far more sympathetic critic of the federal government, 
agrees: “The Charter is a federal government instrument to limit the 
balkanisation of Canada as a moral community...and to limit the on-going 
provincialization of Canadian society” (1985, p. 129). 

This conclusion seems premature. Trudeau cannot yet be assigned the 
role of vindicator of modernization theory. It is clear that the Charter now 
constitutes a “third pillar” of the Canadian constitutional order, along with 
parliamentarism and federalism. The judicial process will become a more 
“visible and contentious” part of the Canadian political system as it grap- 
ples with competing values and interests (Smiley, 1981, p.51). The language 
of rights, which strengthens citizens against governments while simul- 
taneously binding them to them, is also a “Canadian language, not a 
provincial language” and its likely thrust is progressively to Canadianize 
the “psyche of the citzenry” (Smiley, 1987, p. 130). But the image of the 
nation that it strengthens may not be a more centralized one. To lump 
together these two points is a serious mistake, as the drafters of the BNA 
Act understood. 

The Charter may promote a convergence on basic political values con- 
cerning the rights of individuals and groups, but such a convergence has 
been going on since the Second World War in any case, and is already far 
advanced (Johnston, 1985). Yet, neither normative nor socio-demographic 
convergence implies any particular answer to the boundary question. And 
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so far, in Canada, it has not cut against strong allegiances to subnational 
political communities. 

Moreover, while an expansive definition of individual and group rights 
will undoubtedly deprive governments of some powers in some cases, in 
others — affirmative action is an obvious one — it will impose new respon- 
sibilities requiring new actions. We cannot safely predict whether most of 
the new restrictions of government rights and extensions of government 
duties will fall upon the federal or the provincial order. But under at least 
one scenario, where the federal government incurs the most restrictions 
and provincial governments are assigned most of the new duties, one could 
sensibly speak of the Charter’s decentralizing impact. Under others, the 
effect might be roughly neutral. 

If it left many issues unresolved, the constitutional outcome also opened 
up new vistas. Within a year, British Columbia had initiated the new 
amendment procedure with a resolution calling for entrenchment of 
property rights. The first “Section 35” conference on Native rights had been 
held in Ottawa. And the Charter was being invoked in a host of legal cases, 
large and small. 


Intergovernmental Relations: 
Cooperative vs. Competitive Federalism 


Intergovernmental relations in this period underwent a dramatic shift 
with the election of the Liberal government in Ottawa in 1980. Previously, 
both orders of government endorsed a cooperative model of federal-provin- 
cial relations, although rising levels of conflict led them to seek as much 
disentanglement as policy interdependence would permit. But after 1980 
Ottawa became the advocate of “competitive” federalism or, more ac- 
curately, “unilateral” federalism. The “New Federalism” rejected coopera- 
tive federalism. As the Prime Minister put it in 1980: 


We have tried governing through consensus; we have tried governing by being 
generous to the provinces... . I thought we could build a strong Canada through 
co-operation. I have been disillusioned...). The old type of federalism where we 
give money to the province, where they kick us in the teeth because they didn’t 
get enough...is finished. 


(Various occasions, in YIR, 1982, p. 6) 


Provincial leaders rejected the competitive model. Instead they sought 
the further institutionalization of collaboration. Provinces were privileged 
spokespersons for provincial interests and therefore should represent these 
interests in national policy-making. The federal government, as Albert 
Breton put it, increasingly felt that “Cooperative federalism, because it 
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proscribes unilateral action, is...a disguised ploy to shackle the federal 
government” (1985, p. 493). Just as vehemently, the provinces saw the new 
federalism as an ideology legitimating a power grab by the federal govern- 
ment. 


The 1970s: Cooperation and Disentanglement 


Before 1980, however, the governments continued with increasing dif- 
ficulty to work under the rules of cooperation, by promoting disentangle- 
ment in fiscal arrangements, and higher levels of cooperation in the spheres 
of consitutional reform and industrial policy formation and implementa- 
tion. 


Extending Intergovernmental Mechanisms ‘Throughout the 1970s the 
volume and intensity of federal-provincial interaction continued to grow: 
in 1973, 82 ministerial and official bodies met 151 times; by 1977, 158 bodies 
met 335 times. The subject matter was changing, too. Meetings on economic 
matters were much more frequent than those on social policy (Veilleux, 
1979). But the characteristic device of what Stefan Dupre has called the era 
of “summit federalism” was the First Ministers’ Conference (FMC), and 
the central issue was the constitution. Of the 29 FMCs since 1960, 17 
focussed entirely on the constitution (Meekison, at OEC, 1985). 

This combination of issues and processes, Dupré argues, was the worst 
imaginable from the point of view of achieving compromise. In contrast to 
the line officials who did the negotiating in the days of “administrative” 
federalism, the officials who prepared for and orchestrated the FMCs — 
from intergovernmental affairs agencies and ministries of justice — tended 
to have a more conflictual view of the process, and were interested in 
pursuing global political goals rather than substantive policy goals. Con- 
stitutional arguments contrasted sharply with fiscal debates. Constitutional 
issues focus on symbols, which lend themselves to all or nothing debates: 
either Quebec has special status or it does not. Fiscal differences, on the 
other hand, can easily be split. Constitutional issues also involve higher 
stakes. Once changed, a constitutional provision is not easily changed 
again, so those involved must be certain that it is a deal they can live with 
for a long time. The federal-provincial fiscal arrangements, on the other 
hand, were renegotiated every five years: if too much were given away in 
1977, some could be taken back in 1982 (Dupre, 1985). Donald Smiley 
provides a similar assessment: 


The institutions and processes of executive federalism are disposed towards 
conflict rather than harmony. Federal-provincial summitry along with the related 
phenomenon of administrative rationalization has weakened the capacity of the 
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system to make piecemeal and incremental adjustments according to the norms 
of scientific and professional groupings. Even more crucially, the pursuit of 
jurisdictional autonomy takes place outside a shared acceptance of constitutional 
and legal norms about the respective powers of the two orders of government. 
(1980, p. 116) 


Not all FMCs of the 1970s focussed on the constitution. But even 
economic issues had become much less tractible than fiscal arrangements. 
The most elaborate attempt by the federal and provincial governments to 
collaborate on industrial policy took place in 1978, as part of the brief 
flirtation with tripartism that followed the termination of three years of 
wage and price controls. At the February FMC governments agreed on the 
need to restrain public spending and public sector wage settlements. The 
Economic Council of Canada was assigned to monitor wage and price 
increases and to study the costs and benefits of economic regulation. 
Committees of Ministers were asked to explore specific issues. Marc 
Lalonde declared that it was “the beginning of a more complete and 
puposeful intergovernmental consultation” (in Brown & Eastman, 1981, p. 
41). But the second conference in November achieved little. Consensus 
beyond the broad orientations identified in February did not exist. 

Ottawa also launched the “Enterprise 77” review of federal programs, 
supplemented by interviews with 5,000 firms across Canada and the sub- 
sequent organization by Industry, Trade and Commerce of 23 industry Task 
Forces to examine the needs of each industrial sector. The Task Force 
reports turned out to be little more than shopping lists, and the Tier II 
process that was supposed to synthesize them proved disappointing. The 
Blair-Carr Task Force was appointed to explore further the prospects of 
tripartite collaboration in a new national industrial strategy. 

These proved to be the most extensive efforts yet undertaken to integrate 
the two axes, public/private and federal/provincial, along which any in- 
dustrial strategy must be organized. Each involved different actors, dif- 
ferent consultative forums and different policy preoccupations. The 
public/private axis focussed on the role of government in the economy and 
the shares going to the state, capital and labour; the intergovernmental axis 
was overwhelmingly focussed on the location of economic activity and the 
shares going to each order of government. Synthesis of the two proved 
difficult. To emphasize one axis was to diminish the other. There was also 
the question of the level at which consultation with the private sector should 
occur. While Ottawa was developing its mechanisms, so were provinces, 
notably Quebec with a series of “sommets économiques”. In some cases, 
different governments had links with competing elements within the 
provincial business community and engaged in competitive bidding for 
interest group support (Thorburn, 1985). 
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Interprovincial mechanisms were also increasing and changing their 
focus. Originally they had avoided federal-provincial issues; now they were 
used to plan and coordinate strategies in relations with Ottawa and, despite 
frequent differences of interest among the provinces, to work out com- 
promises among themselves. Chairmanship of the Premier’s conference 
rotated annually and the chairman became the primary spokesmen for the 
Premiers as a group. Many federal initiatives were now regarded as il- 
legitimate “intrusions” and the 1978 Report of the Western Premiers’ Task 
Force on Constitutional Trends detailed many of them. Calls to “disen- 
tangle” federal and provincial activities, a theme pushed especially hard by 
Ontario and Quebec, grew louder and were strongly endorsed at the 1978 
annual Premiers’ Conference. 

Yet at the same time, Premiers argued that national policy-making 
should be a collaborative affair. In their view the national interest, and the 
policies appropriate to implement it, could only emerge from the interac- 
tion of 11 governments. To the Prime Minister’s rhetorical question at one 
Conference, “But who will speak for Canada?” the reply was “We all do”. 
Hence, the Premiers called for a greater role in decisions in areas of 
exclusive federal jurisdiction — particularly transportation and trade — and 
for institutions, such as Ontario’s proposed National Council of the 
Economy, in which to do so. 

Throughout, much of the 1970s federal leaders also tended to adopt this 
collaborative view. The 1978 Conferences on the economy, said Federal- 
Provincial Relations Minister Marc Lalonde, were “the beginning of a 
process of more complete and purposeful intergovernmental consultation” 
which would result in “elaboration of a national industrial strategy”. Prime 
Minister Trudeau echoed the point (Brown, 1978-79, p. 19). Improved 
collaboration was also a major theme of the 1979 Conservative government. 
but such a process was never institutionalized and, in 1980, the federal 
government would change its tune. 


Fiscal Arrangements: Disentanglement The 1977 fiscal arrangements, 
covering the period until 1982, were developed in close federal-provincial 
collaboration. The result was a considerable further devolution of fiscal 
power and program autonomy to the provinces. It was to be the highwater 
mark of fiscal decentralization. 

Tax Collection Agreements After the termination of the tax rental agree- 
ments in 1957 the federal government had continued to act as the tax 
collection agent for personal income taxes in all provinces but Quebec, and 
for corporate income taxes in all provinces except Quebec and Ontario. But 
the collection system had been modified to permit greater provincial dis- 
cretion. Initially, provinces had been allowed to vary their tax rates; then 
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they were permitted to introduce a variety of tax credits which had the effect 
of modifying the tax base. 

By the 1970s there was increasing disquiet about the effects of these 
developments. The report of the Parliamentary Task Force on Federal- 
Provincial Fiscal Arrangements (the Breau Task Force) (1981) expressed 
concern that increasing divergence of tax rates from province to province 
could undermine nation-wide common standards and encourage inefficient 
allocations. It was also feared that tax revenues might be reduced by 
increasing provincial competition for investment. The rapid erosion of 
inheritance taxes, shortly after responsibility for them had been transferred 
to the provinces, was a sobering precedent (Sheppard, 1985, p. 193). Fears 
that decentralization might weaken Ottawa’s fiscal policy instruments were 
underlined in 1977 when the federal government sought to persuade the 
provinces to reduce their sales taxes in order to produce short-term 
stimulus to consumer purchasing. The episode led to a bitter confrontation 
with Quebec, which eventually pursued its own program, biased to provide 
special assistance for Quebec-based industries. 

Provincial concerns were a mirror image of the federal worries. Federal 
tax changes, either in tax rates or in the base on which the rates were 
calculated, had serious effects on provincial revenues. This was especially 
true for the personal income tax, because it was calculated as a percentage 
of the federal tax payable rather than directly on the federal base. The more 
aggressively the federal government used the tax system for economic policy 
purposes, the greater the implications for the provinces. 

Shared Cost Agreements: The Creation of EPF As the negotiations for the 
1977 arrangements approached, federal and provincial interests converged. 
Ottawa was concerned about the open-ended and uncontrolled nature of 
its commitment to share the rapidly-escalating costs of health care and 
post-secondary education, and sought a way to restrain them. Under the 
existing 50 percent sharing arrangements, federal spending was determined 
by provincial decisions. “Caps” on various transfers had been put in place 
in 1972, 1974 and 1975 but the larger problem remained. The federal 
government was also anxious to bring back more symmetry between the 
status of Quebec and other provinces and to end the anomaly of opting-out. 
As early as 1966 Ottawa sought to replace some of the shared-cost programs 
with looser arrangements. In the 1975 budget the federal government 
signalled its desire to terminate the hospital insurance program. Provincial 
governments wanted greater access to unrestricted funds, disentanglement 
of federal and provincial responsibilities, and fewer federal intrusions into 
areas of provincial jurisdiction. Ottawa and some of the poorer provinces 
were both concerned that, under shared-cost arrangements, larger amounts 
of federal funds flowed to the richer provinces that could match Ottawa’s 
“fifty cent dollars”. 
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The federal-provincial negotiations were preceded by intense provincial 
discussions seeking to bridge the interests of the poorer and the wealthier 
provinces. The result was the Federal-Provincial Fiscal Arrangements and 
Established Programs Financing Act, passed in 1977. Its central component 
was the separation of federal contributions for health and post-secondary 
education from any link to actual program costs: henceforth they would 
escalate with the Gross National Product. Federal funding would take the 
form of a transfer of additional equalized tax points, together with cash 
grants. While future federal calculations of the value of these transfers 
would continue to allocate them proportionally among the programs, the 
transfers were now seen as general revenues — not tied to a specific function 
— by the provinces. To provincial treasurers they no longer had a policy label 
attached to them. 

While the financing of the programs was altered, the provisions of the 
Hospital Insurance and Medicare Acts were unchanged. Ottawa did request 
a consultative role in post-secondary education, but the overall result was 
a significant step back from substantive federal involvement. As the term 
“Established Programs Financing” implied, the mechanism for maintaining 
national standards was to be the will of the provincial governments and the 
expectations of their citizens, rather than federal controls. 

The new system met the desire for fiscal restraint felt by both levels of 
government. Ottawa expected it to mean lower rates of increase in transfers 
—a hope that was soon to be dashed. Rising inflation meant that nominal 
GNP was rising far faster than actual health and education spending, 
escalating federal transfers at a higher rate than before. The provinces, 
however, now had strong incentives to restrain costs without losing federal 
dollars, and they did so with a vengeance. As a result, the federal contribu- 
tions accounted for a larger and larger proportion of provincial spending, 
leading to charges that provinces were “underfunding” and “diverting” the 
transfers to alternate uses. 

The 1977 arrangements represented a large step in the direction of 
disentanglement. It could also be argued that they represented an end of 
the commitment to an expanding welfare state on the part of both orders 
of government: the emphasis now was on holding the line. Still, in many 
ways the 1977 EPF agreement remained a half-way measure — reducing 
federal involvement but maintaining intact the federal conditions em- 
bodied in the original legislation. 

Equalization: Oil Revenues and Disequilibrium The rapid rise in oil prices 
undermined the 1967 equalization formula, which had included natural 
resources among its 22 revenue sources. The enormous increase in 
Alberta’s revenues dramatically raised the average level of provincial 
revenues, automatically increasing the entitlements of all provinces. The 
formula obliged Ottawa to meet these entitlements out of federal revenues. 


288 Chapter 10 


In effect, Ottawa would have to tax all Canadians to compensate citizens in 
the poorer provinces for Alberta’s windfall. Courchene (1976) estimated 
that for every additional dollar Alberta gained, federal equalization obliga- 
tions would increase by 90 cents. If Canada went to world oil prices, and the 
revenues were fully equalized, the equalization payments would increase by 
$4 billion, necessitating a 25 percent incease in federal income taxes. 
Federal obligations under the program were entirely independent of federal 
decisions, depending solely on the revenues collected by the provinces. 
Between 1972 and 1977 payments rose 19 percent each year, much faster 
than either GNP or federal revenues. 

The situation was untenable; “full” equalization had to be abandoned. 
Restraining price increases helped hold the payments down, but more 
action was necessary. Successive measures sought to cap spending and 
reduce the proportion of oil and gas revenues which would be equalized. In 
the 1977 arrangements it was agreed that only 50 percent of resource 
revenues would be included in the formula; later legislation excluded from 
equalization entitlements any province with a per capita income above the 
national average. This provision was directed against Ontario, which had 
become eligible for equalization payments under the formula, although 
embarrassed Ontario officials had indicated Ontario would not claim these 
funds. 

These events raised important questions about the underlying principles 
of equalization. Throughout the postwar period revenue disparities among 
provinces had steadily narrowed; now they took a sharp upward jump. Was 
it consistent with fairness and common Citizenship that the province of 
Alberta could be able simultaneously to finance generous public services, 
have the lowest tax levels in the country, and still salt away a good propor- 
tion of its revenues in its Heritage Savings and Trust Fund? Would such a 
situation result in “fiscally induced migration” as people moved to Alberta 
to capture a share of the increased rents? Was the goal of the program full 
equality in access to revenues or, less grandly, was it simply to ensure the 
ability of provinces to provide “reasonably comparable” levels of services 
without “unduly high levels of taxation” as Mitchell Sharp had formulated 
it? Should the equalization program become more interprovincial — with 
the richer provinces directly contributing into a pool from which the poorer 
would draw? Before 1980, no government had worked out clear answers to 
these questions. 


After 1980: The New Federalism 


Pierre Trudeau returned to Ottawa in 1980 determined to conduct 
federal-provincial relations on a fundamentally different set of premises 
from those which had operated over the last twenty years. Ottawa’s New 
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Federalism, as we have seen, was rooted in the conviction that provincialism 
and decentralization had gone too far. Indeed, unless they were reversed, 
Trudeau argued, there was no logical stopping place, short of dismember- 
ment of the country, or at least turning it into a loose and powerless 
confederation. Provincialism was now seen through the same lens as 
Quebec separatism, and it needed a similar reply — that cooperative 
federalism was both inefficient and lacking in democratic legitimacy. 

The New Federalism argued that cooperative federalism was too cum- 
bersome: it slowed down decision-making and reduced it to the lowest 
common denominator. It also reduced federal legitimacy. If everything had 
to be done jointly, and if Ottawa’s relations with citizens were to be 
mediated through provincial governments, citizens’ material and symbolic 
ties to the central government would be weakened. Finally, it undermined 
responsible government. If Ottawa were required to be responsible for its 
actions to provinces and if it transferred funds without condition to them, 
how could it be accountable to its own legislature and electorate for the way 
in which their money was used? How could provinces be responsible to their 
legislatures when so many of the dollars they spent had come from Ottawa? 
The new federal approach therefore eschewed formal collaboration; each 
government would instead look to its own responsibilities and act where it 
could. In this more open and competitive way, dynamism and innovation 
would be increased and citizens would have more control than if negotia- 
tions were conducted in secret behind closed doors. Between 1980 and 1984 
the New Federalism set the tone of federal-provincial relations. 


Intergovernmental Mechanisms: “Competitive Legitimation” As 
governments pursued their divergent visions of the federation they sought 
to mobilize support for their positions among organized interests and 
citizens. This struggle, which Garth Stevenson calls “competitive legitima- 
tion”, took many forms. Some were bizarre: federal and provincial leaders 
vying with Native leaders for the support of the British Parliament; or 
federal and Quebec governments “bidding” for the approbation of foreign 
academics with research and travel grants. During this period the federal 
government became the largest advertiser in Canada. Grain trains became 
moving billboards as brightly painted cars, advertising the contributions of 
Ottawa, Alberta and Saskatchewan, rolled across the country. Patronage in 
the form of highly visible discretionary grants was now dignified by its 
attachment to the noble cause of national unity, rather than crass electoral 
politics. The Charter of Rights was attractive not only on philosophical 
grounds but also because of its potential for mobilizing a constituency 
behind the federal position on the constitution. There were many more 
examples. 
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Competitive legitimation meant that intergovernmental relations were 
conducted much more publicly. Conferences became a forum for projecting 
alternative viewpoints to citizens, rather than a meeting for negotiating 
between governments. Symbols, rather than the often obscure substance of 
government program coordination and legal responsibility, came to 
dominate the discussion. Media attention to the process greatly increased, 
with gavel-to gavel coverage and post-mortems on “The Journal”. Even 
closed Ministerial meetings attracted more coverage; what happened inside 
was immediately communicated to the country through leaks or, very often, 
formal press conferences. These developments cast into question the sense 
of intergovernmental relations as a cartel of elites, conducting their affairs 
in private at the expense of the people. Seldom, in fact, had executive 
federalism been so open. 

But increased openness also created more opportunities for grand- stand- 
ing — talking to one’s own constituency via the television cameras, rather 
than to the other First Ministers gathered in the room — and in an atmos- 
phere of competitive legitimation these opportunties were frequently 
seized. As a result, FMCs became less and less useful as a means of dealing 
with serious intergovernmental problems. FMCs on the constitution have 
already been discussed. Those on the economy were one of the casualties 
of the New Federalism. Large-scale conferences, Ottawa argued, elevated 
Premiers to the status of national statesmen, giving them an opportunity to 
score easy points by attacking federal policies, and blurring any clarity in 
the responsibilities of the two orders of government. Moreover, summit 
federalism was asymmetrical: provinces demanded full consultation from 
Ottawa but jealously resented federal attempts to tell them what to do. 

Only the pressures of the recession induced Ottawa to relent to provincial 
pressures for another FMC on the Economy. But the February 1982 FMC 
was a disaster. There was little background preparation and tensions over 
other issues — especially soaring interest rates — were running high. A new 
federal approach to fiscal arrangements — in keeping with the assumptions 
of the New Federalism — angered the provinces. At the end, Premiers called 
for a continuation of regular meetings on the economy. But the federal 
response was “never again”. The conferences, Ottawa argued, undermined 
the federal role as manager of the economy and gave the provinces a 
platform from which to attack federal efforts, without creating any incen- 
tives for the provinces to contribute constructively to them (see YIR, 1982, 
p. 6). 

As FMCs became less effective means of resolving federal-provincial 
differences, one response was increasing recourse to the courts. Of 158 
cases related to the constitution to come before the Supreme Court be- 
tween 1950 and 1982, 80 took place after 1975. In some cases governments 
joined sides with private parties; in others governments referred conten- 
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tious matters for an opinion. Frequently federal lawyers were lined up 
against an array of lawyers from most of the provinces. By 1984 Peter 
Russell, a leading student of the Court, could claim that “I doubt if the 
judiciary of any other federation is more active than Canada’s in umpiring 
the federal system”. In doing so, he argued, the Supreme Court showed 
“uncanny balance” and even-handedness, with the effect of forcing the 
governments back to the bargaining table (1984). Not everyone agreed with 
Russell; many of the provinces felt that the Supreme Court of Canada was 
too sympathetic to the federal government which appointed all of its 
memebers. As a result, the more frequent recourse to the courts became, 
the more urgent the demand for reform of the appointment process to 
ensure that the Supreme Court acted as a neutral umpire in these constitu- 
tional disputes. 


Fiscal Arrangements: Re-centralization Tax Collection Agreements: 
Unilateralism Ottawa’s unilateralism after 1980 produced an opposite 
provincial reaction in the sphere of tax collection. After federal tax changes 
announced in the 1981 federal budget (most of which were later rescinded), 
Ontario gave serious consideration to withdrawing from the Tax Collection 
Agreements and establishing its own collection system, paralleling 
Quebec’s (Courchene, 1986, pp. 89-91). In the end Ontario chose not to 
follow this course, explaining that it did not wish to fragment the Canadian 
economic union any further, or to lose the benefits to taxpayers of ad- 
ministrative simplicity. However, Alberta withdrew from the federal cor- 
porate tax collection system in order to develop one that it argued would 
be more appropriate to the needs of Alberta industry. British Columbia, 
fearing Alberta competition, also announced its intention to withdraw, but 
did not do so (Courchene, 1986, pp. 84-88). 

Shared Cost Arrangements: Return to Conditionality The harmony of 
interest and strategy that led to the 1977 EPF agreements did not inform 
the discussion of the 1982 arrangements. Several factors combined to make 
the latter much more difficult. Most important was the New Federalism and 
Ottawa’s overriding interest in regaining its authority and initiative vis-a-vis 
the provinces. Also important, however, was the urgent need to gain greater 
control over its own expenditures at a time when the provinces were also 
facing difficult financial pressures. Further, there was the need to respond 
to the intense political pressures from health-related interests, universities 
and others concerned about erosion of standards and budgets in these fields. 
Finally, there was the continuing need to adapt the federal-provincial fiscal 
arrangements to the ongoing volatility of economic circumstances, and to 
sustained pressures on the equalization system engendered by resource 
revenues. Each of these would have created difficulties on its own; taken 
together, and mixed with the high levels of mistrust surrounding the con- 
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stitution and other issues, they made agreement impossible to reach for the 
first time in the post-war period. 

The question for the 1982 round of the fiscal arrangements was whether 
to extend the logic of the 1977 EPF by eliminating all federal conditions 
attached to the shared cost programs covered under that agreement, or to 
return to a greater federal policy role through clearly articulated and 
enforceable conditions. The federal government sought the latter. It wanted 
to control its deficit and eliminate what it called a fiscal imbalance by 
reducing the total level of transfers. It wanted to reinforce its control over 
the economy by linking fiscal arrangements and tax collections to a code of 
conduct on the economic union. Most important, it wanted to reassert a 
role in education and health policy. Provinces, argued federal ministers, had 
“diverted” federal transfers to other uses and were “underfunding” in these 
areas. 

Responding to growing public concern over the perceived erosion of 
health and education standards, the federal government wanted to 
reintroduce the link between transfers and program conditions. To this end 
it proposed that transfers for health and education continue, but that new 
legislation should clarify and implement national standards in health, and 
should depend on “satisfactory progress” towards defining a role for Ottawa 
in post-secondary education. The revenue guarantee would finally be 
ended. Provinces bitterly opposed both the reduction of funds and the 
reimposition of federal conditions. This time the negotiations did not result 
in a compromise agreement. Instead, after a few modifications, the federal 
legislation was enacted in 1982 without provincial approval. 

To enlist support for its position, the federal government sponsored a 
parliamentary Task Force on Federal-Provincial Fiscal Arrangements (the 
Breau Task Force) (1981). It was the first time there had ever been extensive 
Parliamentary scrutiny of federal-provincial fiscal arrangements before 
they were negotiated. Like the parliamentary committee on the constitu- 
tion, the Task Force was not concerned with the niceties of federal-provin- 
cial relations, or with concepts of federalism and the constitution. For them 
the focal points were the substance of social policy and the need to enhance 
accountability. As with the constitutional committee, the Task Force 
provided a golden opportunity to many groups to voice their concerns about 
the future of social policy. While they provided little support for the federal 
intention to cut costs, they provided much political support for increased 
conditionality, roundly criticizing provinces for their cost-cutting measures 
and calling for federal intervention (Simeon, 1982). 

In 1983 the federal government reasserted the separate allocations to 
health and education and “capped” its contribution to the education com- 
ponent according to the “six and five” guidelines. This reduced transfers, 
made them less predictable and reintroduced directly targetted funds. 
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Ontario claimed that the “cap” cost the province $94 million in 1983-84. 
By this time, the quality of medical care had become a major public issue, 
as citizens responded to provincial efforts to reduce costs by imposing 
user-fees and permitting the growth of extra billing. In December 1983 the 
federal government introduced a new Canada Health Act. It redefined the 
conditions of provincial eligibility for federal funds so as to exclude explicit- 
ly these practices. It also provided for direct sanctions, in the form of 
dollar-for-dollar reductions in federal transfers, against provinces that 
violated these conditions. The legislation also called for more detailed 
accounting by the provinces and for “appropriate recognition” of federal 
financial support for the programs. 

Again, the negotiations ended in stalemate. Ottawa, the provinces ar- 
gued, was putting them in an impossible position: increasing program 
demand with one hand and cutting or limiting transfers on the other. In the 
name of abstract concepts such as accountability and national standards, 
other critics argued, the federal government was undermining some of the 
basic virtues of federalism, especially its encouragement of experiment and 
innovation. In the current climate of restraint, that meant the ability to 
experiment with more “efficient” delivery mechanisms (Courchene, 1984). 
The Bill was passed, and sanctions began to be introduced in 1984. Polls 
suggested that in this battle Ottawa had public support on its side. All 
federal opposition parties supported the legislation. Unlike energy and the 
constitution, health care was not an issue that divided the country regional- 
ly: this time the provinces were on their own. No changes were made in 
post-secondary education, but a number of alternatives to increase the 
federal role were actively explored within the government. 

The discussions raised basic issues about the future of Canadian 
federalism. First, how in an era of stagnant or declining revenues would 
governments share the taxation pie? Second, how could traditional norms 
of accountability of governments to citizens and legislatures be reconciled 
with unconditional grants, if they required a clear assignment of respon- 
sibility to one government? Third, were there to be “national standards” in 
basic social programs? Similarly, were post-secondary institutions to be 
seen as essential elements in planning for national manpower and research 
needs? Finally, how (if at all) was the public to have input into the crucial 
discussions that were being made between governments concerning social 
policy? No consensus had emerged on these questions by the end of this 
period. 

Equalization Events, the second oil price hike and proposals to locate 
equalization in the Charter, forced citizens and governments to address 
more systematically the issues that had been left hanging at the end of the 
1970s. While the debates on principles went on, two practical problems had 
to be dealt with immediately. First, how to treat resource revenues So as to 
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remain faithful to the traditional principles of equalization without 
generating excessive payments. Second, how to devise a rational formula 
which would not have the effect of designating Ontario as an eligible 
recipient for federal equalization transfers. 

The federal solution, spelled out in the 1981 Budget Paper, Fiscal Arran- 
gements in the Eighties, maintained the representative tax system. But rather 
than equalizing to the “national average”, the standard became a single 
province, Ontario. This meant that, by definition, Ontario could never 
become a recipient. Moreover, since Ontario had so few resource revenues, 
they could be included in the formula without generating significant pay- 
ments. Since Ontario’s other revenue sources were relatively buoyant, 
equalization payments overall would continue to rise. But the new arran- 
gement specified that they could not rise at a rate greater than growth in 
GNP. 

The provinces roundly attacked the proposal in a Provincial Report on the 
Revised Equalization Program Proposal. Basing equalization on one 
province, however large, would introduce greater volatility in payments 
than would the national average standard. It would virtually eliminate 
resources as a basis for equalization; indeed, provinces with natural 
resource-based economies were penalized, since any new income they 
derived from this source would cut into their equalization entitlements. 
Tensions were increased because the new formula would also have differen- 
tial effects on various provinces, and because new population figures 
demonstrated that in the immediately preceding years there had been 
“over-equalization” of $217 million, which the provinces would have to 
return. 

At the February 1982 federal-provincial conference, Ottawa proposed as 
an alternative changing the Ontario standard into one based on five provin- 
ces — Ontario, Quebec, British Columbia, Saskatchewan and Manitoba. 
This was more balanced, since it excluded the “extremes” of Alberta and 
the Atlantic provinces. The federal government also proposed to broaden 
further the formula’s tax base, and to introduce a guaranteed floor to 
cushion provinces against any drastic alteration in their equalization entit- 
lements resulting from changed economic conditions. A transitional adjust- 
ment was also to cushion any province, such as Manitoba, which stood to 
lose by the modified arrangements (Courchene, 1984, Ch. 11). 

Thus, the federal government was prepared to concede more to the 
poorer provinces on equalization than it was on EPF. Nevertheless, the 
changes in equalization implied a reduced capacity to maintain the prin- 
ciple of comparable services at comparable levels of taxation. In the 1950s 
and 1960s there had been considerable convergence in per capita provincial 
revenues and very similar rates of taxation. In the 1970s large variations in 
provincial tax rates reappeared, and differences in per capita revenues grew. 
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Conclusions 


The battle over the constitution and Trudeau’s New Federalism left 
federal-provincial relations in disarray. Each order of government had a 
quite different sense of how the federation should operate. Unilateral 
action and recourse to the courts often displaced negotiation and com- 
promise. Federal-provincial relations became an arena for expressing deep 
divisions over a wide range of tightly interwoven issues. Intergovernmental 
machinery, it was often argued, failed to coordinate policies, failed to 
accommodate regional and national interests, and failed to meet the stand- 
ards of democratic accountability and participation. In spite of these 
failures, complete paralysis was not the result. There were agreements on 
the great issues, like energy. Although strained, cooperation continued on 
many specific programs sheltered from the high-noon atmosphere of First 
Ministers Conferences. 

In the wake of these extraordinary levels of federal-provincial conflict, it 
is worth asking a number of related questions. To what degree, and in what 
ways, did federal institutions contribute to the deep conflicts of this period? 
In those cases in which federalism did not cause these conflicts, could 
reforms to federalism be expected to reduce them? Was the enormous 
energy poured into the criticism of existing institutions, and the imagining 
of alternatives, warranted by the potential returns? 

There can be no definitive answers to such questions, only provisional 
ones. Federalism did not cause the regionalization of the party system that 
reduced the legitimacy of the central government in the Atlantic and 
Western provinces. Nor would better regional representation at the centre 
have been sufficient to reduce regional tensions to manageable levels, as 
the short-lived Clark government discovered. But, given the existence of 
such regional conflicts of economic interest, provincial governments were 
endowed with powerful resources with which to defend and promote them 
—resources that they would not have had ina unitary state system. The same 
logic applies with respect to francophones in Quebec. Federalism thus gave 
more effective voice to national minorities that would otherwise have been 
quieter if not silent. How one evaluates this depends upon one’s attitudes 
to pluralist democracy. 

Federalism also changed the terms in which these interests, and conflicts 
between them, were understood and articulated. It transformed questions 
of substance — what energy policy? — into questions about the efficacy and 
legitimacy of federalism itself. In order to justify the means by which they 
sought to achieve their substantive goals — to their constituencies, to other 
citizens and to the courts — governments developed sharply divergent views 
of the federal system. The energy debate, for example, was not only about 
prices, but about the authority to set prices; not only about revenues, but 


296 Chapter 10 


about the right to revenues. Thus, the interests of provincial communities 
were transmuted into a political discourse focussing on the rights of provin- 
cial governments. 

But, more deeply, were federal and provincial governments responsible 
for creating and promoting ideologies which led to conflict in the first place 
as Cairns, among others, has argued? Public opinion data gives us some 
purchase on this question, and enables us to trace the evolution of citizen 
attitudes to the institutions of federalism, their sense of identification with 
national and provincial communities, and the relation between the two. 

The polls throughout this period told a contradictory story. They revealed 
much hostility to the federal government and, generally, to the “fairness” 
of the federal system. The federal government was seen to be remote, 
unresponsive and biased in favour of some regions over others. Provincial 
governments were felt to be closer to the people, more responsive and 
effective. Many citizens felt that their provincial government should be 
“tougher” in dealings with Ottawa; a plurality said they would support the 
province in a federal-provincial fight. More Canadians wanted further 
decentralization than wanted further centralization. While there was in- 
creasing hostility to all governments, the federal government appeared to 
be the lightning rod (Johnston, 1986). 

But this evidence of regional hostility to Ottawa coexisted with many 
elements of commonality. Citizens across all regions seemed to share 
similar conceptions of the good society, and of the role of government in 
promoting it. In matters of social, economic and cultural policy, there was 
evidence of convergence across both regional and linguistic lines. There was 
evidence of strong nation-wide support for uniform standards of public 
health care and for equalization and sharing within the federation. Most 
citizens looked to the federal goverment to oversee such programs. Most 
important, all the evidence suggests that citizens strongly identified with 
both the national community and their provincial community, even in 
Quebec. Both were viewed positively. They were not seen to be incom- 
patible or inherently in conflict. Rather, they were complementary and 
mutually reinforcing (Johnston, 1986). 

This meant that the increasingly polarized visions of community (nation- 
al versus provincial) and federalism (cooperative versus competitive) pur- 
sued by governments in the 1970s and early 1980s, the subtle arguments 
about constitutional interpretation, and the expensive symbols and 
propaganda found little sympathy among the majority of Canadian citizens. 
The political elites did not profoundly re-shape citizen identities — the 
product of a long, historical process operating primarily at the level of 
day-to-day experience — as they had hoped they would. Instead, they 
remained constrained by their citizens’ beliefs and democratic institutions, 
as they always had been. It was possible to push beyond these constraints 
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for brief periods, especially immediately after elections, but as the inter- 
governmental battles intensified a growing number of Canadians became 
convinced that their governments were missing the point. Their purpose 
was to arrive at a fair solution to the nation’s economic and social problems 
— fair in both regional and individual terms — and not to glorify “la patrie”, 
whether at the level of province or country, for its own sake. Most 
Canadians were more upset with both orders of government for failing to 
negotiate and cooperate than they were with one level of government for 
acting unfairly. By 1982 there was widespread public and governmental 
agreement that a more effective relationship must be worked out. 

When Pierre Trudeau stepped down as Prime Minister in 1984, a remark- 
able era in Canadian federalism came to an end. Between 1980 and 1984 he 
had sought not only to stop, but to reverse, the direction in which the federal 
system had been evolving for a quarter century. He had invoked a liberal, 
individualist image of the nation to counter the more communitarian image 
that underpinned the growing provincialism and Quebec nationalism, and 
had institutionalized that image in a Charter of Rights. He had repudiated 
cooperative federalism and tested the limits of federal power in field after 
field. 

The most enduring legacy of these efforts, and the most important, will 
almost certainly be the Charter of Rights. It will transform constitutional 
discourse, as Mallory has argued: no longer will battles over basic civil and 
political rights have to be fought out and decided in the language of 
jurisdiction; no longer will fundamental issues of individual and collective 
rights hinge on a finding ofintra vires or ultra vires (1985, p. 54). In the longer 
run, it may also transform the language of individual and collective identity. 
The Charter seems likely to enhance the status of individuals vis-a-vis 
communities, but it also grants constitutional recognition to new bases of 
collective identity, such as gender (see Taylor, 1985; Cairns & Williams, 
1985a). Whatever the changing balance among these identities in the 
future, the basis for thinking and acting on them is forever changed. Beyond 
discourse, the Charter gives hitherto politically disadvantaged groups, par- 
ticularly those that are not territorially concentrated, a potentially powerful 
new institutional avenue for political mobilization. 

The lasting significance of the New Federalism is much more 
problematic. Prime Minister Trudeau succeeded in pushing through the 
Canada Health Act, and its basic principles seem likely to endure. But the 
National Energy Policy, implemented over the vociferous objections of 
provincial governments, had already been dismantled. In other areas — 
strengthening federal economic powers, defining new rules to govern the 
economic union, and asserting a greater federal voice in post-secondary 
education — there was little success even at the outset. Taken as a whole, 
the efforts to increase the relative power of the federal government, and 
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particularly its capacity unilaterally to control and manage the economy, 
were only successful at the margin. In part this was due to the constitutional 
assignment of powers and determined provincial government resistance. 
But wage and price controls in 1975, and the NEP in 1981, showed that 
Ottawa had wide latitude to act in the economic field, and the limits of the 
Trade and Commerce power have yet to be fully explored. 

The larger reasons for Ottawa’s limited capacity to manage the economy 
lie outside federal-provincial dynamics. International factors have sig- 
nificantly constrained federal powers. Canada’s integration with the United 
States and the world financial system has sharply limited Ottawa’s capacity 
to operate independent and effective fiscal and monetary policies. Interna- 
tional trade agreements have effectively removed tariffs and many types of 
subsidy and incentive which, in this context, become “non-tariff barriers”, 
as instruments of federal economic policy. Most of the instruments that 
remain are shared with, or primarily occupied by, provincial governments. 

At the same time, there have been domestic barriers to effective federal 
economic management. Divergent regional economic interests have always 
made it difficult to form a consensus On a national economic strategy. Now, 
with the declining regional economic integration that is the legacy of the 
International Policy, that task has become more difficult than ever. Even if 
such a policy could be formulated, it would be difficult to execute it 
effectively without the cooperation of organized labour and capital. Yet 
neither the Liberals nor the Conservatives was able to forge even the limited 
kind of tripartism that has been constructed by NDP and PQ provincial 
governments. 

Nevertheless, it may well be that, whatever the hostilities it engendered 
and however imperfectly it was realized, Trudeau’s New Federalism was 
cathartic. Perhaps nothing other than a “damn the torpedoes” approach 
would have broken the log-jam on patriation and the amending formula, 
or won a Charter of Rights. Perhaps, too, the climactic confrontation with 
Quebec nationalism forced citizens to clarify the alternatives and define a 
realistic balance between their allegiances to national and provincial com- 
munities. In the tradition of Macdonald, Trudeau pushed hard on the outer 
limits of federal power, providing his successors with a benchmark that will 
doubtless inform their deliberations about desirable levels of centralization 
and modes of interaction between governments for a long time to come. 

On the other hand, the crude political reality of the New Federalism often 
amounted to little more than the mobilization of a central Canadian 
majority to by-pass provincial governments and the majorities that they 
represented. By 1984 the costs of this strategy were evident. Most Canadians 
believed that intergovernmental mistrust and hostility reduced the nation’s 
capacity to deal effectively with its economic problems, and these were the 
problems that people now worried about more than anything else. The 
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desire for less tension and conflict, for a more consensual style that would 
be more sensitive to regionalism and provincialism, was widespread. Per- 
haps the most compelling of Brian Mulroney’s promises in the 1984 elec- 
tion campaign, therefore, was his pledge of “National Reconciliation”. 
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Chapter 11 


The Renewal of Collaborative Federalism, 
1984-87 


On September 4, 1984 Brian Mulroney led the Progressive Conservatives 
to victory, with 50 percent of the vote and 211 of the 282 seats in the 
Commons. The national dimensions of the sweep were remarkable. The 
Tories won at least 70 percent of the seats in every region. Their long 
drought in Quebec was ended. Forging a coalition of disaffected Liberals 
and Péquistes and emphasizing his own Québécois identity Mulroney won 
more than three-quarters of the province’s seats. No party had won a victory 
like this since the last great Tory sweep of 1958. 

“National Reconciliation” lay at the core of the Tory’s campaign message. 
They promised to “bring Quebec back in” to a constitutional consensus and 
reduce the tension and hostility between Ottawa and the provinces. The 
Prime Minister pledged a return to cooperative federalism, reforging the 
linguistic, regional and intergovernmental accommodations which had 
been shattered by the combination of international forces and Trudeau’s 
New Federalism. He set out the central elements of reconciliation during 
a campaign speech in Sept Iles. (6 August, 1984). 


There is room in Canada for all identities to be affirmed, for all aspirations to be 
respected... . Our first task is to breathe a new spirit into federalism. The serious 
deterioration of federal-provincial relations is not exclusively the result of con- 
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stitutional deficiencies. Centralistic and negative attitudes are much more to 
blame... . Let us replace the bias of confrontation with the bias of agreement. 


He promised to work with the “duly elected” government of Quebec to 
“convince the Quebec National Assembly to give its consent to the new 
Canadian constitution”. He committed his government to ending regional- 
ly discriminatory policies — including dismantling the hated National Ener- 
gy Program — and promised to mount a renewed attack on regional 
disparities. 

At the level of the federal state, Mulroney committed his government to 
end federal intrusions into provincial jurisdiction and to respect provincial 
priorities: 


We will ensure that we do not duplicate provincial programs or launch programs 
that are incompatible with provincial programs. ...we will put an end to federal 
attempts to smother the expansion of legitimate instruments for collective 
development, such as the Caisse de depdt du Québec... . A Progressive Conser- 
vative government will be guided by the principle of respect for provincial 
authority. 

(Extracts from address, Sept Iles, 6 August, 1984) 


Intergovernmental collaboration in policy development was to be 
rejuvenated: 


To end parallel or incompatible planning once and for all between the two orders 
of government, we will set up a federal-provincial advisory and coordinating body 
which will operate at the highest level, namely with 11 leaders themselves working 
together in an appropriate institutional framework advising as to the options 
envisaged and the directions to take. 

(Extracts from address, Sept Iles, 6 August, 1984) 


Such cooperation, the new Prime Minister argued, was essential to 
achieving economic recovery It was difficult to imagine a clearer rejection 
of the Trudeau model, or a more explicit statement of politics as elite 
accommodation. 

The new government was equally committed to reducing the role of the 
state in Canadian economic life. It was pledged to fiscal restraint and an 
attack on the federal deficit through spending cuts and trimming the public 
service, to a limited degree of privatization and to deregulation. This thrust 
had become common currency throughout the western democracies and, 
indeed, was foreshadowed in the last years of the Trudeau government and 
the brief interregnum of John Turner. But at the same time Mulroney the 
vote-seeking politician was careful in his campaign to stress that essential 
elements of the Canadian welfare state remained a “sacred trust”. 
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These thrusts were enshrined in the two major initiatives of the Mulroney 
government. In May 1987 he and the 10 provincial Premiers signed the 
Meech Lake Accord. It proposed to entrench in the constitution the 
principle of Quebec as a distinct society, to modify the amending formula 
adopted in 1982, to provide a provincial role in nomination of Senators and 
Supreme Court Justices, to define and limit the federal spending power and 
to give constitutional status to First Ministers Conferences. By the fall of 
1988, following the procedures adopted in 1982, it had been ratified by the 
federal House of Commons and the legislatures of eight provinces. Two 
provinces, New Brunswick and Manitoba, had yet to give their consent, and 
its eventual adoption was uncertain. 

In 1985 Mulroney undertook to negotiate a comprehensive trade agree- 
ment with the United States and in 1987 signed the Canada-U.S. Free Trade 
Agreement. 

It is premature to attempt a full analysis of the four years of the first term 
of the Progressive Conservative government. We remain caught up in 
constantly-changing events, lacking the distance to discern clear patterns 
and lasting effects, to separate the significant from the ephemeral. 

With these caveats (and the realization that we are writing history not 
current events, much less prognostications) we depart somewhat in this 
chapter from the pattern followed until now. We use the opportunity to 
recapitulate the model that has animated our study, and within that 
framework seek to identify some of the continuing dilemmas of Canadian 
federalism which these two initiatives illustrate. We do not ask what lasting 
impact the Mulroney approach will have, but rather how its initiatives and 
the debates they have inspired relate to the continuing themes of federal 
state and federal society within a changing global context. 


Federal Society 


The Economic Context 


From the begining we have examined the dynamics of state and society 
in terms of the wider political economy. In the immediate postwar period, 
we saw how the new International policy and Keynesian economic manage- 
ment ushered in a sustained period of economic growth in which both the 
manufactured products of Central Canada and the resources of other 
regions were in demand. Hence growth was reasonably evenly shared and 
regional economic conflicts were muted. Moreover, the new International 
policy, aimed at monetary stability and tariff reduction, was essentially a 
federal responsibility. Provinces may have been the beneficiaries, but there 
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was little reason for them to become enmeshed in international economic 
relations. 

In the 1970s we saw how a changed international situation, with its 
dramatic shift in the terms of trade, began to strain the Canadian fabric 
much more seriously, driving a massive wedge between Canada’s regions 
and providing the essential fuel for the deep conflicts of the period. 
Moreover, these altered conditions led to much more activist industrial 
policies, at both levels, ushering in the period of rival “province” and 
“nation-building” strategies. These events also made the provinces much 
more aware of the consequences of global developments for their own 
economic well-being, and in this period we saw a considerable increase in 
provincial activities abroad. Moreover, the attention of global agencies 
such as the GATT were shifting to the impact of non-tariff barriers. Hence, 
their decisions were increasingly likely to reach beyond Ottawa to engage 
provincial industrial policies. And, given the Canadian treaty power, it 
appeared that provincial acquiescence if not active participation was neces- 
sary if Canada were effectively to pursue its goals in international forums. 
In the Tokyo Round of the GATT careful attention was paid to consultation 
with the provinces. 

By the 1980s the increasingly interdependent global environment had 
virtually obliterated the boundary between domestic and international 
policy and politics. Simultaneously it dissolved the notion that federalism 
ended at the Canadian border. 

Between 1982 and 1988 the Canadian economy recovered strongly from 
the sharp recession of 1981-82, pulled along primarily by an earlier and 
stronger recovery in the United States. Real GDP grew by an average of 4.2 
percent between 1982 and 1987, leading all the other major industrial 
countries (ECC, 1986, p. 9; OECD, 1988). The annual rate of inflation was 
cut to about four percent and interest rates, though still high in real terms, 
edged downwards. Unemployment remained stubborn, finally dropping 
below eight percent in 1988. The number of new jobs created increased 
dramatically, but unemployment, especially among youth, remained unac- 
ceptably high. 

Regional specialization has always meant that cycles of growth and 
recession have had different impacts and timing in the various parts of the 
country. But despite the lags, the movements had usually been in the same 
direction: recovery in manufacturing would spill over to increased demand 
from resource producers; recovery in resource producing areas would 
stimulate demand for manufactured goods from central Canada. The most 
striking aspect of the post-1982 recovery was its remarkable concentration 
in Southern Ontario and, to a lesser extent, western Quebec, and in the 
major service industries. 
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Southern Ontario and especially the booming Toronto region outpaced 
the rest of the country. Growth in the other eight provinces was much slower 
to materialize. In 1987, British Columbia still suffered double-digit un- 
employment, while the rate in Alberta was twice its pre-recession level 
(Financial Post, Dec. 28, 1987). 

Lying behind these regional differences was a massive shift in the terms 
of trade, reversing the experience of the 1970s. Now led by oil and wheat, 
mainstays of the prairie economy, resource prices were in collapse. Ob- 
served the Economic Council of Canada, “Today, far from being a locomo- 
tive of growth, the resource sector is acting as a brake” (ECC: 1986, p. 43). 
In the eight months prior to July 1986, the well-head price of Alberta crude 
fell 61 percent, to $14.54 from its peak of $37.24 (Leslie, 1987, p. 6). This 
collapse rippled through all parts of the western economy, affecting oil and 
gas producers, the exploration and service firms which depended on them, 
real estate and retailing, and the financial institutions which had financed 
the boom. Two predominantly regional banks collapsed and many other 
institutions were in serious difficulty. For Newfoundland and Nova Scotia 
the price changes meant that the golden promise of off-shore oil and gas 
would be indefinitely delayed. 

Mineral production, faced with a combination of diminished demand and 
in many cases with much cheaper production elsewhere, also fell, with 
especially severe economic impacts in British Columbia, Saskatchewan 
(where potash crumbled) and parts of Ontario and Quebec. In 1982-83, 
timber prices fell dramatically, hitting B.C. especially hard (Carmichael, 
1986, p. 10), although a considerable recovery had occurred in this sector 
by 1987. A world glut of wheat, combined with a costly subsidy war between 
the European Community and the United States, ravaged the prairie wheat 
economy. Wheat prices dropped 20 percent to 30 percent between 1985 and 
1986 (Leslie, 1987, p. 7); the value of grain exports in 1986 was 29 percent 
below 1982 (Little, Report on Business Magazine, August, 1987, p. 13). 

The Economic Council of Canada drew the obvious implication of these 
events: “The slide in energy and other commodity prices is threatening to 
exacerbate the regional stresses within this country” (1986, p. 66). There 
were also important implications for federalism. The price drops cut deeply 
into provincial government revenues, while at the same time increasing 
demands on their welfare and income support systems. Provinces were 
running large deficits. In 1979 the provinces had a combined surplus of $1.7 
billion (fuel for Ottawa’s contention that the modern form of fiscal im- 
balance was in the provinces’ favour). By 1982 the combined provincial 
deficit was $5.6 billion, declining to $2.5 billion in 1984. This changed fiscal 
climate lead all governments (with the important exception of Ontario) to 
practice the politics of restraint. 
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The second major effect was to bring about a return to a more traditional 
model of the Canadian political economy, restoring Ontario to its dominant 
position. Migration flows to the West were halted, then reversed, and the 
province regained its position as the leader in per capita incomes. This in 
turn helped change the pattern of regional and intergovernmental alliances. 
In the 1970s, Ontario’s firm links with Ottawa on the constitution and 
energy were rooted in the realization that only though the use of federal 
power could Ontario establish a claim to western resources. Now the basis 
for that alliance had faded and Ontario was faring well by itself. More 
important, interest in the West had been in resisting such claims; it needed 
autonomy from Ottawa. With its own resource base now weakened, it was 
more important for the West to establish a claim for assistance from 
Ottawa. The focus shifted from independence from the centre to the need 
for influence over it. It is thus not surprising that support for an elected 
Senate which would institutionalize such influence grew rapidly and that 
the Alberta government, hostile to intrastate federalism as a threat to 
provincial freedom of action in the 1970s, now joined the movement for a 
“Triple E” (Elected, Equal, Effective) Senate. Once again the Canadian 
federal system was being driven by external events. 

These events also undermined the faith in activist “province-building” 
policies, although the lure of the mega-project, - whether James Bay 
electricity, Alberta and Saskatchewan heavy oil and tar sands, or 
Newfoundland’s Hibernia — remained undiminished despite the now un- 
favourable economic conditions. While they acknowledged that the Free 
Trade Agreement would inhibit the scope of provincial policy, the western 
provinces were now more concerned with the security of access to American 
markets they hoped it would bring. 

This period also saw renewed concerns about the international trading 
environment. These now came to be focussed almost entirely on the 
relationship with the United States. Several elements converged. First, 
there was no let-up in the huge Canadian dependence on American 
markets. Second, that market looked increasingly threatened by a resur- 
gence of protectionist sentiment in the United States, as it confronted 
massive trade deficits and the relative decline of a number of major in- 
dustries. American trade actions against Canadian exports developed in 
numerous sectors, each of which was crucial to particular regions. 

Shakes and shingles, softwood lumber, steel and fish were all on the list 
(ECC, 1986, p. 19). Americans were also becoming increasingly hostile to 
a number of Canadian domestic policies, ranging from timber royalties to 
unemployment insurance to regional development grants, all of which were 
held to constitute “unfair” subsidies to Canadian producers. 

These developments called into question many aspects of Canadian 
policies to alleviate regional disparities. Equally important, they now im- 
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plicated a large number of provincial activities. In the softwood lumber 
case, for example, it was provincial forest management practices which 
American interests contested. In 1988, it was provincial liquor pricing 
policies which attracted the ire of the GATT. An effective Canadian 
response to the external threat, therefore, required coordination among the 
Canadian governments, each of which brought somewhat differing interests 
to the table. 

In the softwood lumber case, an arrangement was eventually reached. 
With provincial consent, Ottawa imposed an export tax on lumber. It was 
to remain in place until the provinces adjusted their own policies to the 
satisfaction of the Americans and, in the meantime, the proceeds were to 
be returned to the provinces. 

The implications, however, were clear. Actions in the external environ- 
ment were reaching to the provincial level and international third parties 
were now a new presence at the federal-provincial bargaining table. Better 
ways would have to be found to coordinate Canada’s voice in these inter- 
national arenas. 


Region 


There were strong grounds for anticipating a decline in the importance 
of regional tensions. On one hand, the decline of energy prices radically 
reduced the intensity of conflict between Ontario and the West. On the 
Other, the capacity and will of the new federal government to manage the 
tensions seemed much enhanced by the national dimensions of its majority. 

The new government moved quickly to restore harmony. The first step 
was to go a very long way to meeting Newfoundland’s claim for jurisdiction 
over Offshore oil and gas. It was enshrined in the Atlantic Accord of 1985. 
Only a year before, the Supreme Court had upheld federal jurisdiction. Now 
a new model of shared responsibility would be adopted, giving effect to an 
informal agreement between Brian Mulroney and Premier Peckford made 
before the election. Management of the off-shore resources would be the 
responsibility of a Canada-Newfoundland Offshore Petroleum Board, 
made up equally of federal and provincial nominees, with a neutral chair- 
man. The means and pace of development would be decided by the Board, 
with federal paramountcy until such time as national self-sufficiency had 
been achieved; after that Newfoundland would be paramount. Ottawa 
would retain responsibility for taxes and Canadianization policy. Pricing 
would also be shared, with Ottawa again retaining the final word. Revenues, 
including all “provincial type” royalties and taxes, were to be treated as if 
they were on land. When - or if — revenues started to flow, Newfoundland 
would not lose equalization benefits; they would be phased out very 
gradually. Other benefits for the province included local preference rules 
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for labour and supplies, concentration of research and development ac- 
tivities in the province, and creation of a $300 million development fund, 
three quarters of which would come from Ottawa. Similar provisions were 
extended to Nova Scotia. There could be no clearer indication of 
Mulroney’s vision of renewed federalism; henceforth, offshore oil develop- 
ment would be developed according to provincial priorities. 

The second specific grievance laid to rest was the hated NEP. (For a good 
narrative and analysis, see Hawkes and Pollard, 1987.) Lower prices meant 
that prices and revenues were now less contentious. The new government’s 
market-based ideology, together with the desire for warmer relations with 
the private sector and foreign economic interests, meshed well with provin- 
cial and energy industry concerns. 

The Western Accord was signed in March 1985. Henceforth, with a 
provision to allow intervention if prices escalated rapidly or supply was 
threatened, prices would be set by the market. Taxation of the industry 
would shift from taxes on gross revenues to taxes on profit. A host of taxes 
associated with the NEP, including the Petroleum and Gas Revenue Tax 
(PGRT), and the Petroleum Compensation Charge (PCC), were to be 
eliminated or quickly phased out. (Details in Hawkes and Pollard, 1987, p. 
156.) The “PIP grants” would also be phased out, replaced by tax based-in- 
centives, and the bias in favour of exploration on Canada lands would be 
eliminated. 

The Western Accord was followed in November by an agreement among 
Ottawa, Alberta, Saskatchewan and B.C. deregulating natural gas prices. A 
related new Frontier Energy Policy was also aimed at stimulating private 
investment and ending the favourable treatment of PetroCanada and other 
Canadian-owned firms. The dismantling of the NEP responded to three sets 
of pressures — from the provinces, industry and the United States. With 
respect to federalism it marked, in the Prime Minister’s words, “More than 
any Other initiative of the federal government, the advent of reconciliation 
among Canadians and our progress toward renewed federalism”. (Remarks 
at FMC on the Economy, Halifax, November, 1985). 

But the agreements did not depend solely on the changed political 
climate; they depended equally on the international oil market. Rapidly 
rising prices forced government intervention in the 1970s, collapsing prices 
could have a similar effect. As the Western recession grew in response to 
the drop in 1985-86, with only a slight recovery later, voices were raised in 
the West for measures to save jobs and stimulate exploration and produc- 
tion. Saskatchewan Premier Grant Devine advocated a new minimum or -. 
“floor price” for oil, as did the Senate Energy Committee. Industry sources 
also called for a survival plan, including a proposal for Ottawa to enter 
long-term contracts at above-market prices to support development for the 
future. The changed environment was underlined by none other than the 
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premier of Alberta, Don Getty: “If it is proven to me that the floor price or 
some kind of stabilization is necessary, I couldn’t care less what’s been said 
in the past” (In Hawkes and Pollard, p. 162). At the 1986 Premiers’ 
Conference Alberta’s call for a national rescue plan for the industry, 
including subsidies and price stabilization, was endorsed. 

But Ottawa, having met one set of demands, was not in a position easily 
to reverse its direction, although it did hasten the elimination of the PGRT. 
The inability or reluctance to do more helped fuel a growing sentiment in 
Alberta that electing a Tory government did not automatically generate the 
hoped for economic benefits. But now the criticism was that Ottawa was 
not doing enough to help the West, not that it was robbing the region’s 
resources. 

A similar pattern developed with respect to western grain farmers, even 
harder hit by world over-supply and by the effects of subsidies in other 
countries. Pressure grew on Ottawa to help rescue them as well. Early in 
1986, on the eve of a Saskatchewan election, it committed $1 billion to 
Support farm incomes through a variety of measures. In 1987 it was 
predicted that more than half of farmers’ incomes were to come from 
government. Yet farm bankruptcies, partly as a result of the hang-over of 
high debt from over-expansion in the 1970s, continued to climb. 

The federal government saw its initiative for free trade with the United 
States, unveiled in the fall of 1985, as another way of alleviating regional 
tensions. Westerners and Maritimers had traditionally been the strongest 
advocates of free trade and their Premiers provided the strongest support 
for the Tory proposal. The federal government adopted the same reasoning 
as the Macdonald Commission (Report, Vol. I, Chap. 6). To put the final 
nails in the coffin of the National Policy would end the historic grievances 
rooted in the idea that resource producers were forced to sell their products 
in volatile world markets, or to artificially shielded domestic markets, while 
they were simultaneously required to pay higher prices to tariff-protected 
central Canadian manufacturers. Now, it was argued, this unfairness would 
be ended and each region would buy and sell where the price was best. 
Central power would no longer be used to distort the terms of trade among 
regions and Ottawa’s ability to discriminate would be reduced. 

The free trade debate again pitted Ontario against the West and the East. 
But this time Ottawa was lined up with the latter and the Quebec govern- 
ment, which had played a minor role in the energy battles of the 1970s, was 
also part of the free trade coalition. Even in Ontario, the business com- 
munity, which historically had tended to support protection and the Na- 
tional Policy, was now committed to free trade with the U.S. Its fortunes 
were now at least as dependent on foreign, especially American, markets as 
on the domestic market. Indeed, as the debate unfolded, it focussed as much 
or more on class and other divisions as it did on region. 
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The free trade debate returned to other continuing themes. What was the 
link between unity within Canada and the country’s relationship with the 
United States? Did the strengthening of north-south ties — and the final end 
to the National Policy with its dream of building an east-west economy — 
imply a weakening of the economic and, perhaps, other linkages among 
Canadians? Would it reduce the commitment to regional sharing? Would 
the rules of free trade mean that the federal role as nation-builder would 
be reduced? Would the capacity of the federal government to act as the 
balance-wheel, to redistribute resources from richer to poorer regions, and 
to promote regional development be eroded? 

These were questions for the future. In the first years of its mandate, as 
it sought on the one hand to respond to the changing character of regional 
problems and on the other to consolidate its political support, especially in 
Quebec, the federal government, like its predecessors, engaged in the highly 
visible use of discretionary spending, whether in industrial grants or defence 
procurement. These also fostered interregional tensions. None did so more 
than the decision to locate service facilities for the F-18 fighter plane with 
Canadair in Montreal, rather than with the competing (and technically 
superior) bid from Bristol Aerospace, based in Winnipeg. The decision 
provoked a storm of protest in Manitoba, with echoes elsewhere. Once 
again it appeared to westerners that Ottawa was responsive to the electoral 
weight of central Canada. 

Again, like its predecessors, the Mulroney government continued to 
tinker with regional development policy as traditionally defined. In the 1984 
campaign the Conservatives had argued that the combining of DREE with 
Industry, Trade and Commerce into the Department of Regional Industrial 
Expansion, and the elimination of the Ministry of State for Economic and 
Regional Development by the short-lived Turner government, “left 
Canada’s least developed regions without their traditional voice” and 
reduced “the importance attached by the federal government to the task of 
combatting regional disparity” (quoted in Savoie, 1986, p. 90). A Conser- 
vative government would give renewed attention to regional disparities, 
increasing the policy instruments available to deal with them and working 
much more closely with the provinces. 

Once in office, the new government did not initially make any changes. 
Economic and Regional Development Agreements which had been 
negotiated with seven provinces remained in place and new ones were 
signed with Ontario, British Columbia and Quebec. They reflected the 
commitment to less emphasis on federal direct delivery and more on 
supporting the provinces (Savoie, 1985). Those “striking symbols of waste 
and mismanagement”, the heavy water plants in Cape Breton, were finally 
closed and an “enriched” program of tax incentives announced for Cape 
Breton (Graham, 1986, p. 353). 
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The Mulroney government saw regional development as another area in 
which to demonstrate the virtues of the new federalism. After extensive 
discussions through the winter, the 11 governments endorsed a joint decla- 
ration which restated regional development as a central goal of federalism 
— to be an element in all fields of policy, from fiscal to trade and transpor- 
tation — and which asserted the intergovernmental character of respon- 
sibility for regional development. 

Many of the older dilemmas about regional policy remained: was it 
directed specifically at the poorest regions, or to be oriented to all regions; 
was it to be part of overall industrial policy, or a separate function; was it 
aimed at national efficiency and adjustment (including the promotion of 
mobility), or was it to concentrate on “place prosperity”? What were the 
appropriate federal and provincial roles, and to what extent should federal 
actions be shaped by provincial priorities? Did the new economic impera- 
tives mean that we must pay less attention to regional, and interpersonal, 
redistribution? Was regional redistribution perpetuating, rather than 
curing, regional dependency, as the Forget Comission on Unemployment 
Insurance, appointed by the federal government, and the House Commis- 
sion, established by Newfoundland, suggested? Was the logic of the new 
government’s economic policy — with market incentives and free trade — 
fundamentally at odds with the political logic of responding to regional 
economic development needs? Such questions had fed the constant tinker- 
ing with regional development institutions since the 1960s. The process 
continued under the Tories as new, locally-based agencies were created in 
the Atlantic and Western regions (the Atlantic Opportunities Agency and 
the Western Diversification Fund), and DRIE underwent yet another 
transformation, to join with the Ministry of Science and Technology to 
become the Ministry of Industry, Science and Technology in 1988. 

All these questions, along with fiscal restraint, meant that there was some 
question about the continued capacity for the federal government to act as 
the “shock absorber” for the federal system (Leslie, 1987). The coincidence 
of economic factors and the genuine federal commitment to national 
reconciliation had indeed attenuated regional conflict. It had by no means 
eliminated it. 


Language: The End of Quebec Nationalism? 


The Parti Québécois and the nationalism it represented never recovered 
from the defeats of the 1980 Referendum, the 1982 Constitution Act and 
the failure of their efforts to block it in the courts. Even before its defeat in 
1985 by the Liberals under Robert Bourassa, morale, membership and, 
most important, internal party consensus on its fundamental rationale, 
Quebec sovereignty, had eroded. The party was wracked with internal 
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dissension even as it continued to be the party of government in difficult 
economic circumstances. The contradiction between the character of the 
PQ as a social movement and as a conventional party which must trim its 
sails to maximize votes became more serious. 

An increasingly exhausted Premier Levesque battled to bring the party 
back to a more moderate, étapiste position, forcing an internal party 
referendum in which his position won 95 percent of the votes cast. But the 
price was that many members and several leading ministers, including 
Jacques Parizeau and Camille Laurin, left the party. In September 1985, 
following a year of turmoil in his party over whether or not to pursue the 
grail of independence, René Levesque stepped down as leader. An era in 
which Canadian politics had been fascinated by the struggle between 
Levesque and Pierre Trudeau, each acting out on the national stage the two 
great traditions of thought about federalism in Quebec, was over. Graham 
Fraser wrote a fitting political epitaph: 


They burst into politics and government in the 1960s: Mr. Levesque, Mr. 
Trudeau and all those who joined and followed them. Now 25 years later, a year 
after Mr. Trudeau, Mr. Levesque is leaving. Paradoxically, it is in part thanks to 
his success that the next generation lacks the same passion and fascination. Chips 
have dropped off shoulders. Quebec now has the luxury of turning away from 
politics. The talented and ambitious are no longer fuelled by rage and humilia- 
tion. Not only have the battles over language and pride been largely won, 
Pierre-Marc Johnson’s classmates now have opportunities that Mr. Levesque’s 
Classmates never had. What sometimes looks like the failure of a dream is 
perhaps the price of success. 

(Graham Fraser, The Globe and Mail, 27 October, 1985) 


Levesque’s successor as leader of the PQ, Pierre-Marc Johnson, son of 
the former Union nationale Premier, took the position that sovereignty was 
to be a long term goal, an insurance policy for the future; for the moment 
the party would concentrate on a “national affirmation” not greatly dif- 
ferent from that of Mr. Bourassa. But he, too, made little headway and 
finally resigned in 1987 to be replaced by PQ Finance Minister Jacques 
Parizeau, who renewed the commitment to independence. Now, however, 
there seemed to be little general support for the dream. 

Thus, the wave of nationalism which had dominated Quebec politics for 
a generation seemed to be spent and was not likely to be revived for a 
considerable time. What accounts for this turn of events? There are two 
broad but contradictory answers. 

First, the decline of Quebec nationalism could be seen as the consequence 
of failure. Enormous energy had been spent in the run-up to the referendum 
and, again, in the battle against patriation in 1980-81. The outcome of those 
negotiations had been disastrous. English Canada had rejected not only the 
ideals of the PQ but also the essentials of a reformed federalism which had 
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been advocated by every Quebec government in the modern era. There was 
no recognition of Quebec as a distinct society, or of its government as the 
primary political instrument of a people. There was neither a general 
devolution of power to the provinces nor a specific recognition of “special 
status”. The new amending formula did not mention the long-standing 
Quebec claim to a veto. The language rights provisions promised to under- 
mine the Quebec government’s capacity to shape the province’s own lin- 
guistic environment and were soon followed by a number of successful court 
challenges to Bill 101. Most telling, perhaps, was that the new constitution 
had been achieved over the direct objections of the Quebec government; it 
now seemed that Quebec could be excluded with impunity. Despite fruitless 
rear-guard actions — a continued court challenge, a withdrawal of Quebec 
from participation in many intergovernmental forums, and passage of 
legislation subjecting all Quebec laws to the “notwithstanding” provisions 
of the Charter of Rights — there was no wave of hostile public opposition 
to the constitutional dénouement. The reaction, rather, appeared to be one 
of resignation and exhaustion. It would be a long time before the advocates 
of independence could summon the energy to fight again. 

If failure it was, there were many explanations at hand. The loss of PQ 
support could be interpreted less as a rejection of independence than a 
simpler reaction of the electorate against a party grown tired in power. A 
party which, saddled with the task of governing in an extraordinarily dif- 
ficult period, was unable to maintain the committed coalition essential to 
achieve its primary goal. Economic pressures forced the government into 
budget restraint measures which directly attacked some of the chief ele- 
ments ofits nationalist coalition, notably the public and para-public sectors 
and the trade unions. 

The economic insecurities of the time were hostile to the kind of political 
adventure embodied in the PQ project. Despite the “battle of the balance 
sheets” the party was unable to convince enough Quebecers that Con- 
federation hobbled Quebec’s economic growth, or that independence could 
be achieved without economic cost. The PQ had been born in a period of 
rapid economic growth. It was a product not only of traditional Quebec 
grievances but also of affluence, and the optimism that permitted. Its appeal 
declined as economic uncertainty increased. 

Moreover, it was also a product of the period when, in all western 
societies, there was tremendous confidence in the capacity of governments 
to mould and shape society, to be the instrument of popular will, the benign 
instrument of change. By the mid-1970s this optimism had vanished in many 
countries, but not in Quebec. The euphoria after November 15, 1976 was 
fuelled by the faith that anything was possible. Such confidence in the role 
of the state was essential to the new nationalism. It was no longer rooted in 
a set of distinctive religious or cultural values, nor in the idea of a simple 


Collaborative Federalism, 1984-87 313 


partnership of French- and English-speaking Canadians. Rather, it was 
defined in terms of the political category of les québécois. It not only required 
a strong Quebec state, but also depended on faith in that state for its own 
legitimacy. When Quebecers lost confidence in the capacity of the state, the 
credibility of a state-based nationalism declined as well, and it now had no 
other powerful body of ideas on which to fall back. In addition, the PQ was 
born in a period when independence and self-determination were dominat- 
ing ideas; it died as an independence movement when global interdepen- 
dence had become the dominating idea. Now, the emphasis had shifted 
from opportunity to constraint. 

Ultimately Quebecers were convinced that they could not negotiate 
successfully the divorce and remarriage which sovereignty-association im- 
plied. English Canadians could not accept the blow to their own national 
identity. Nor could they accept a two-unit confederacy, with its implication 
that crucial economic decisions would be made in an equal partnership of 
two countries differing so greatly in population and wealth. 

But a quite different interpretation might also be offered. The decline of 
Quebec nationalism was also a consequence of success. The grievances 
which fuelled the search for a “new deal” between Canada and Quebec had 
been met to a surprising degree. 

In the 1960s, the Royal Commission on Bilingualism and Biculturalism 
starkly demonstrated the differences in incomes between French- and 
English-speaking employees. Within Quebec, francophones were at the 
bottom of the economic heap. The economic elite in Quebec, and especially 
Montreal, was overhwelmingly English-speaking. Management positions 
were dominated by the minority and French-speaking Canadians who 
wanted to progress had to “hang up their language with their hat” every 
morning. By the mid-1980s, linguistic disparities in average incomes had 
disappeared (Vaillancourt, 1985). Francophones had entered the manage- 
ment ranks of anglophone firms, which in turn used French much more 
often in their internal operations. More important, francophone-owned 
firms, often with strong initial assistance from Quebec government agen- 
cies, had emerged to play a vital role in the economic life of the province 
and of Canada as a whole. What the state had helped make possible now 
rendered the state less necessary. 

Similarly, in the 1960s much of the public face of Montreal had been 
anglophone and a high proportion of immigrants had been assimilating into 
the anglophone milieu. Successive Quebec language laws had changed that 
too. The sense of linguistic insecurity among francophones had substantial- 
ly declined, although it had by no means disappeared. 

Other grievances had been at least partly redressed as well. As a result of 
the Official Languages Act, the work of the Commissioner of Official 
Languages, and other measures, the federal government was now much 
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better equipped to serve its French-speaking citizens. The proportion of 
francophones at the upper levels of the civil service had increased. The 
Liberals had made good on their promise to increase “French power” in 
Ottawa. Throughout the 1970s many of the most powerful Ministers, Marc 
Lalonde, Jean Chrétien and others, were Quebecers. The PQ argument that 
Ottawa was no more than the national government of English Canadians 
and that Quebec interests would always be sacrificed in a majoritarian 
Parliament now had less credibility. 

Furthermore, it was difficult to sustain the argument that federalism had 
been a Strait-jacket for Quebec in the 1960s and 1970s. None of Quebec’s 
initiatives in social and economic policy had been blocked by the constitu- 
tion. “Nation-building” whether in language policy or creation of new state 
enterprises had proceeded within the framework of Confederation. And 
while it was true that the constitution still did not recognize Quebec’s 
distinctive character, a number of political changes consistent with that 
position had been made. Regular First Ministers’ meetings, the annual 
Premiers’ Conference, and a federal-provincial secretariat — all of which 
had been on the agenda for change enunciated by Premier Lesage in the 
1960s — were now established features of the intergovernmental scene. 
Opting-out, Established Programs Financing, provincial variations in 
federal programs such as youth allowances, and a provincial role in im- 
migration procedures all addressed concerns raised by Quebec. If they had 
by no means met the more expansive goals of nationalists, these changes 
had indeed altered the face of Canadian federalism. 

Finally, it would be wrong to suggest that the choice for Quebecers was 
simply between head and heart, profitable federalism against equality and 
independence. Quebecers, it turned out, had positive attachments to both 
the provincial and the national community. 

From this perspective, the outcome of the referendum and the constitu- 
tional battles represents not defeat, but affirmation. René Levesque and 
Pierre Trudeau, for all their passionate struggle, were complementary 
forces. Arising from the same postwar intellectual ferment in Quebec, each 
had helped make the success of the other possible, and each had helped 
shape contemporary Canadian federalism. The drive went out of the inde- 
pendence movement because so many ofits fundamental premises had been 
achieved within Confederation. 

Each of these interpretations was persuasive for different groups and 
individuals — the “moderates” accepted the success story and those still 
committed to full independence held to some version of the story of failure 
— but the common denominator was reduced interest in further efforts to 
promote the program of the PQ. 

The future evolution of Quebec nationalism remains unclear, but we are 
not writing its epitaph. Some form of ethnic community-based politics has 
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characterized Quebec political life from the beginning, changing in light of 
changes within Quebec society and in its economic and political relations 
with the rest of the country. It is virtually inconceivable that Canadian 
politics and the evolution of Canadian federalism will not continue to be 
shaped by the relationships between French- and English-language groups, 
and between Quebec and the other governments in Canada. Quebec’s low 
birth-rate, the continuing assimilation of many immigrants into 
anglophone Quebec, and Quebec’s declining proportion of both the 
Canadian and North American population will ensure that fears for linguis- 
tic survival, and the need for government to ensure it, will never be far below 
the surface, even of an affluent, outward-looking Quebec. 

Tom Courchene (1986) has suggested that the energies and ambitions of 
Quebecers are being channelled increasingly into the private sector and 
toward more personal sources of achievement. The newest phase of Quebec 
nationalism, he argues, might be called “market nationalism”, reflecting the 
political and cultural ascendency of a newly self-confident and successful 
francophone business class. The model for the new Quebecer to emulate 
was “no longer the arch-bishop or even the deputy-minister”, but the 
“entrepreneur” (Leslie, 1987, p. 84). Brian Mulroney and the new wave of 
Quebec MPs he brought to Ottawa had strong links with this class; so did 
the Bourassa Liberals. While policies such as the highly successful Quebec 
stock savings plan (an innovation of PQ finance minister Jacques Parizeau), 
huge export-oriented hydro-electric projects, and institutions such as the 
Caisse would remain in place, the Bourassa government was the first since 
Lesage not to see a powerful Quebec state as the chief instrument of 
Quebec’s economic advance. A series of reports and studies prepared for 
the new government committed the province to a market orientation, 
including deregulation, cutbacks to the welfare state and reduced public 
spending. In fact, the process of adopting an “incentive-oriented, 
entrepreneurial or people’s capitalism”, Courchene points out, had begun 
in the last years of the PQ government. It represented an “integrated 
strategy...for the control of economic institutions by Québécois, and from 
a location within Quebec, namely Montreal” (quoted in Leslie, 1987, p. 85). 

Public pump-priming, however, was not excluded. There were strong 
pressures on the Mulroney government to support these ambitions. The 
province wanted — and got — assistance to maintain the petro-chemical 
industry in Montreal, a massive loan to General Motors to keep open its 
plant in Ste. Thérése and, most controversially, a massive contract to service 
new jet fighters to Canadair in Montreal, after an expert panel had recom- 
mended it go to Winnipeg-based Bristol Aerospace. 

Quebec’s new openness, and its orientation to global and American 
opportunities, was reflected in the powerful support Premier Bourassa lent 
to the free trade initiative, which allied him with the federal Tories and 
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against the national Liberals. The deep fears about independence and 
cultural autonomy which the agreement tapped in English Canada seemed 
to have little expression in Quebec. Jacques Parizeau, elected leader of the 
PQ in 1987, was equally committed to free trade at least partly because 
reducing Quebec’s reliance on the pan-Canadian market would, in the long 
run, minimize the economic costs of Quebec independence. 

Despite these new orientations, Quebec’s exclusion from the Constitu- 
tional Accord of 1981-82 continued to rankle. It was widely believed that 
the legitimacy of the Constitution Act, 1982, would be forever suspect if 
means were not found to bring Quebec in voluntarily. The implications of 
the Charter for the goal of making Quebec a predominantly francophone 
society remained controversial. Outside Quebec, preoccupation with 
Quebec had virtually vanished after the events of 1981-82. But “bringing 
Quebec back in” or “completing the circle” as the aboriginals had phrased 
their goal, was a central objective for the new federal government. Con- 
federation was incomplete without that. Any further constitutional change 
could be frustrated by Quebec’s refusal to participate. The longer-run fear 
was that in any renewal of nationalist pressure, the “imposition” of the new 
constitution on Quebec would be a potent rallying cry. 

Thus, both Mulroney and Bourassa had strong reasons for renewing the 
constitutional dialogue, and there was much common ground between 
them. Yet both were sensitive to the dangers of reviving passions so recently 
cooled and to the risk of raising hopes only to fail again. The federal side 
had to reckon with the now firmly-established view that all provinces must 
receive equal treatment, and with the complacency about Quebec which 
meant few would be willing to pay a high price for its support. The Quebec 
side had to recognize the continuing danger of being outflanked by the 
nationalists and a repeat of the humiliating turn-around Bourassa had to 
make in 1971. Thus, initial discussions were private and low key, first on a 
bilateral basis and then in private meetings with other provinces. 

The Quebec Liberals’ 1985 election platform, Mastering Our Future, 
argued that “nothing less than Quebec’s dignity is at stake” and committed 
the government to “negotiate a constitutional agreement which will restore 
to Quebec its proper place in the Canadian federation” (in Leslie, 1987, p. 
A). 
". May 1986 Quebec’s Minister of Intergovernmental Affairs, Gil Remil- 
lard, set out “Quebec’s conditions for participating in a new constitutional 
accord” at a conference of officials and academics. Quebec was ready to 
negotiate with its “federal partners... . But we want to negotiate with 
partners who first indicate to us concretely their desire to rectify the 
injustice that the Constitution Act of 1982 represents for Quebec” (Leslie, 
1986, pp. 97-105). He then set out Quebec’s five conditions: recognition of 
Quebec as a distinct society; constitutionally extended powers in immigra- 
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tion; limitation of the federal spending power; the right to veto constitu- 
tional amendments; and a role in appointing judges of the Supreme Court 
of Canada (Leslie, 1986, p. 99). 

Mulroney responded quickly. He appointed Senator Lowell Murray, who 
had voted against the 1982 settlement because it excluded Quebec, as 
Minister of State for Federal-Provincial relations with responsibility for the 
Accord. He worked closely with the new Secretary to the Cabinet for 
Federal-Provincial relations, Norman Spector, to lay the groundwork with 
the other provinces. To reopen the issue, and to fail, would be worse than 
leaving it alone. At the 1987 Premiers’ Conference, Bourassa’s colleagues 
agreed to place Quebec’s concerns at the top of the constitutional agenda. 
Meanwhile the federal New Democrats, anxious to cement their growing 
strength in Quebec, had developed a position broadly similar to the evolv- 
ing agreement. So had the federal Liberals, although not without much 
internal dissension as the “new guard” of Quebec Liberals, led by John 
Turner’s Quebec Lieutenant, Raymond Garneau, contended with those 
still faithful to the Trudeau model. Thus the stage was set for the First 
Ministers to gather at Meech Lake in April 1987. 

Outside Quebec, the most bitter language dispute of the decade occurred 
in Manitoba. In 1979, the repudiation of its constitutional obligations 
dating from 1890 finally came home to roost when the Supreme Court ruled 
the 1890 Act ultra vires of the provincial legislature. This meant that all 
Manitoba’s laws were to be passed in both French and English. In order to 
avoid having to reenact all the legislation passed since 1890, the Manitoba 
NDP government tried to find a political solution, trading improved 
French-language services for the need to translate a century’s worth of 
statutes. The attempt failed in the face of massive hostility mobilized by the 
provincial Tories. In 1984, Robert Bilodeau challenged the validity of a 
traffic ticket. The appeal in his case was combined with a federal reference 
seeking a comprehensive ruling on the status of all Manitoba’s laws. In 1985, 
the Supreme Court duly held that the laws were all unconstitutional, and 
gave the province several years to translate them all (Hogg, 1985, pp. 
812-813; Pollard, 1986, pp. 207-216). Manitoba’s denial of French language 
rights had been repeated in Saskatchewan and Alberta when they became 
provinces. Language rights in the Northwest Territories Act had been like 
those in Manitoba, and in 1988 the Supreme Court held that these rights 
had not been extinguished when the new provincial regimes were created. 
However, since they had been enshrined in legislation rather than in the 
constitution, they were subject to legislative action. Thus it was open to the 
provinces to enact new provisions. Saskatchewan did so, removing the 
language commitment and agreeing to translate only a few statutes. 
Western francophones argued that this was a repudiation of an historic, if 
unenforced, commitment and that it constituted a violation at least in spirit 
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of the Meech Lake injunction for all governments to “preserve” minority 
language rights. Saskatchewan Premier Grant Devine replied that his 
limited concessions were an advance over the practice of the previous 
decades. Similar debates occurred over the use of French in Alberta. 

New Brunswick, the model of provincial bilingualism, was also the scene 
of bitter linguistic controversy. 1984 saw the report of the Task Force 
appointed to review progress under the province’s official bilingualism 
policy. The Bastarache Report demonstrated continued underrepresenta- 
tion of francophones in the public service and called for affirmative action 
to redress the balance. Public meetings held across the province to explain 
the findings and seek reaction were the scene of ugly confrontations, 
focussed on anglophone fears of the loss of employment oppprtunities, 
especially in light of civil service cut-backs (Pollard, 1986, pp. 196-99). 

In Quebec, anglophone groups were among the most ardent opponents 
of the Meech Lake Accord, believing it would legitimate further attacks on 
their language rights in the name of preserving and promoting Quebec’s 
distinct society. In Ontario the new Liberal government edged closer to 
making the province officially bilingual, but refused to take the final plunge. 
All these developments reinforced the sense that only in Quebec did 
francophone Canadians constitute a secure community; and this in turn 
legitimated the claim to distinct status. 


Meech Lake 


The Constitutional Accord, 1987, was finally signed by all eleven First 
Ministers in the early morning of June 2, 1988 following a marathon session 
that had begun the previous day. The debate it sparked replayed all the 
themes which had driven constitutional discussion since the 1960s 
(Canadian Public Policy, 1988; Rogerson and Swinton, 1988; Schwartz, 
1988; Queen’s Quarterly, 1988). The answer the Accord gave to the question 
of how to define the relations between French and English Canadians was 
a marked shift from the position so long espoused by Prime Minister 
Trudeau and enshrined in the Constitution Act, 1982. It constitutionalized 
the Quebec-centered model. 

The Accord began with a new interpretive clause defining Canadian 
dualism simultaneously as the presence throughout Canada of French- and 
English-speaking Canadians — one group centered in Quebec, but also 
present elsewhere, the other centered outside Quebec, but also present in 
the province. It defined Quebec as a distinct society within Confederation. 
It required that the constitution be interpreted in a manner consistent with 
these fundamental facts. It also charged all governments to “preserve” 
national dualism. Quebec, and not the federal government, is further given 
responsibility for “promoting” its distinct identity. However, any transfer 
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of jurisdiction associated with this role is explicitly excluded. The only 
transfer of responsibility in the Accord is a constitutionalizing, and exten- 
sion, of earlier agreements between Quebec and Ottawa concerning im- 
migration. 

The Quebec veto over constitutional changes was restored, partly by 
extending the range of matters for which unanimity would be required in 
the future, and partly by extending the right of fiscal compensation for a 
province which does not participate in a transfer of powers to Ottawa. Both 
principles had been inserted in the constitution in 1982. Quebec’s concerns 
about the structure of the Supreme Court were met by constitutionalizing 
the requirement that three of the judges must come from Quebec and by 
requiring that the federal government select judges from provincial 
nominations. Quebec’s historic desire to restrict the federal spending 
power, a matter of almost constant debate since World War II, was partially 
met through a provision stating that provinces may opt-out, with compen- 
sation, of new national shared-cost programs in areas of provincial jurisdic- 
tion. But there was the important proviso that to qualify for compensation 
the province must establish its own programs “compatible with the national 
objectives”. Thus, on the one hand Quebec made an important concession, 
accepting the constitutional legitimacy of the federal spending power; on 
the other it constitutionalized the right to opt out under certain circumstan- 
ces. Quebec’s long-standing interest in institutionalizing federal-provincial 
relations was met through provisions establishing a requirement of annual 
First Ministers Conferences on the economy and on constitutional matters. 

Quebec’s essential conditions, set out a year earlier, had been achieved. 
“Today”, said the Prime Minister at the formal signing ceremony, “we 
welcome Quebec back to the Canadian constitutional family... . And 
tomorrow we get on with the business of building a new Canada... .” 
Replied Premier Robert Bourassa, “It is with much pride and a certain 
emotion that we accept, and that we express our profound satisfaction and 
joy to reintegrate with the Canadian constitution.” 

While Quebec nationalists felt the Accord did not go far enough, and 
especially criticized the spending power provision for explicitly recognizing 
the idea that Ottawa could act in areas of exclusive provincial jurisdiction, 
the Accord was quickly ratified in Quebec. In the House of Commons, the 
Accord was endorsed by both the Liberal and the NDP leaders. Both parties 
saw flaws in the Accord, but argued that the achievement of securing 
Quebec’s voluntary consent outweighed any weaknesses. 

The Liberals, however, were deeply split. The thrust of the Accord, if not 
its still unknown practical consequences, was a repudiation of Pierre 
Trudeau’s vision of Quebec in Canada. It appeared to give only grudging 
recognition to linguistic minorities and national bilingualism, while accept- 
ing the fundamental Quebec nationalist premise of the province as a 
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distinct society, with the Quebec government having a special, if limited, 
role in promoting it. Mr. Trudeau denounced the Accord as a craven 
sell-out to provincialism and as a giant first step down the slippery slope 
towards independence. 

All provincial Premiers signed the Accord and pledged themselves to 
ratify it. It was carefully designed to ensure that the principle of provincial 
equality, entrenched in the 1982 amending formula, was maintained. Thus, 
the unanimity and opting-out rules were extended to all provinces, as was 
the right to nominate Senators and judges. Moreover, provisions such as 
those on the spending power and entrenching FMCs responded to a provin- 
cialist as well as a Quebec agenda. Several other provincial concerns, 
notably Senate reform, were inscribed on the agenda for the annual FMCs 
on the constitution. 

Nevertheless, there were serious provincial misgivings, and these crystal- 
lized as time passed and provincial elections began to change the leaders at 
the table. The Liberals, under Premier Frank McKenna, swept the Hatfield 
Conservatives out of office in New Brunswick. The new government, espe- 
cially concerned that the rights of New Brunswick francophones might be 
undermined, announced it would not ratify the agreement without impor- 
tant changes. In Manitoba the New Democrats were defeated and a minority 
Conservative government came to power with a revitalized provincial 
Liberal party holding the balance of power. Its Leader, Sharon Carstairs, 
denounced the Accord, and pledged to ensure it would not be passed. By 
the summer of 1988, however, eight provinces had ratified the Accord. Once 
again, the unanimity rule which had bedevilled previous rounds of constitu- 
tion-making, and which was now a central part of the amending formula, 
made it clear that change could be achieved only with a very high degree of 
consensus. 

The debate on the Accord recapitulated all the debates on language and 
federalism we have described throughout this work. It gave constitutional 
entrenchment to many of the practices of federalism which grew up through 
this period. For example, “opting-out” had been practised by Duplessis, but 
at considerable cost to his province; it was legislated in the opting-out 
legislation of the 1960s; it was constitutionalized for the first time in the 
1982 amending formula; and now it was extended. Successive Quebec 
governments had put forward the notion of Quebec as a distinct society; 
now it was constitutionally legitimated. The spending power had always 
been exercised with great sensitivity to provincial concerns; now that, too, 
was written down in the constitutional document. Quebec representation 
on the Supreme Court was part of the federal Supreme Court Act; now it 
was part of the constitution. First Ministers Conferences, as we have seen, 
have long been an important policy-making forum, nowhere mentioned in 
the constitution; now they were. So in one sense the Accord could be seen 
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as little more than formalizing existing law and practice. For its defenders, 
it represents the successful resolution of long-standing issues, reforging 
both symbolically and constitutionally the fundamental linguistic accom- 
modation. Hence it lays the groundwork for the creative adaptation of 
federalism to the new problems that the country faces, unburdened by the 
weight of past, unresolved conflicts. 

But in another sense it can be seen as repudiating the more recent thrust 
of constitutional change. 1982 had rejected the Quebec-centered model and 
had enacted the Charter of Rights. The Charter placed national dualism 
above the Quebec-centered model and generally emphasized individual 
rights over collective ones. Both concepts were hostile to the concept of 
distinct society. Opponents of the Accord feared that if courts were required 
to interpret the constitution, especially section 1, in light of Quebec’s role 
in promoting its distinct society, then individual rights in the Charter might 
be undermined. For example, the Quebec anglophone community, among 
the bitterest critics of Meech Lake, argued that Quebec could be allowed a 
freer hand to promote the security of the French language in Quebec at the 
expense of anglophone linguistic rights. From this perspective, then, Meech 
Lake does not so much transcend the past as tie us even more firmly to it. 

In the 1980s, then, the intensity of conflict between Quebec and Ottawa 
declined dramatically from earlier periods. The causes lie primarily in the 
internal shifts of opinion, notably the demise of state-based nationalism, in 
Quebec. But they also lie in the change in the federal stance towards 
Quebec, from one which rejected the basic premises of Quebec’s legal 
distinctiveness to one which accepted them. By 1988 the legitimacy of the 
federal system in Quebec seemed less in question than at any time since the 
onset of the Quiet Revolution. 


Class, Gender and Native Peoples 


Meech Lake was a response to the classic and continuing dilemmas of the 
federal society and the operation of federal institutions. It was aimed at 
ending the constitutional isolation of Quebec while also meeting some 
traditional concerns of the other provinces, especially the desire to remove 
the capacity of national majorities, or the central government, to infringe 
on their fundamental powers and interests. It affirmed dualism and the 
distinct society and made adjustments to the operation of federal institu- 
tions — the Supreme Court and Senate, the spending power and executive 
federalism. All these were matters which had been on the constitutional 
agenda since the 1960s. The constitutional controversy it engendered was 
the familiar one of centralization versus decentralization, a province- or a 
nation-centered federalism. 
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But as we saw in the previous chapter, the constitutional agenda was now 
much broader. It was no longer only about federalism. The Charter of 
Rights and Freedoms had introduced a broad new pillar to the Canadian 
constitutional framework. It had given much greater prominence both to 
the concept of individual rights and to the constitutional recognition of 
identities and interests other than those of region and province — women, 
aboriginal Canadians, Canadians of multi-cultural origin, and others. 

The Meech Lake debate demonstrated that the politicization of these 
groups, and the symbolic importance of their inscription in the Canadian 
constitutional order, had fundamentally changed the character of constitu- 
tional politics. By far the most telling criticism of the Accord derived from 
just these groups. 

Throughout this study we have sought to explore the implications of 
federalism for non-territorial interests. We have criticized those who saw 
in the emergence of modern industrial society the obsolescence of 
federalism, and shown that those who predicted the “displacement” of 
federal divisions by the “modern” and “creative” politics of class were 
proven wrong. But we have also noted that both federal society and federal 
institutions did inhibit the mobilization of new divisions and did place 
hurdles, though not insurmountable ones, to the response of governments 
to their concerns. Thus, federalism both slowed the adoption of welfare 
state policies in Canada and greatly affected the form they took, the 
language in which they were debated, and the level of government by which 
they were delivered. In turn, we have seen how the mobilization of new 
groups, and the policy thrusts they articulated, also helped shape the 
character of the modern federal state. 

The tensions between the territorial and non-territorial dimensions of 
Canadian politics were central to the Meech Lake debate. The revolt of 
women’s groups against their exclusion from the late-night agreement in 
November 1981, and their successful mobilization to restore the equal 
rights clause, had been a catalytic event in the politicization of gender in 
Canada. It left women’s groups sensitive to the implications of constitution- 
al politics and highly suspicious of the process of executive federalism. Not 
surprisingly, therefore, they emerged as the most articulate critics of Meech 
Lake. Their chief concern was that the entrenchment of the distinct society 
clause as a new interpretive principle might be used to undermine the 
hard-won guarantees of the Charter. Could the desire of some future 
Quebec government to promote its population growth, for example, infr- 
inge on women’s equality? From this perspective what was needed was a 
strengthening of the Charter, by removing the notwithstanding clause, for 
example, not its weakening. For some commentators, such as Peter Hogg 
and William Lederman, such fears were unwarranted, but in the nature of 
things there could be no certainty until the clause was tested in the courts. 
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Especially in the postwar period, “progressive” movements in Canada 
have often looked first to the federal government for redress, largely on the 
grounds that it has had the resources and at least the potential capacity to 
ensure national standards. Hence, women’s groups were concerned that the 
limitation on the federal spending power in S. 106A might weaken the 
federal capacity to introduce new social programs or to ensure nation-wide 
standards. For some these fears were justified, as a proposed new federal 
strategy for promoting day care was to be operated jointly with the provin- 
ces. 

Women’s groups also mounted a strong attack on the process by which 
Meech Lake was achieved. They, and many other critics, argued that it was 
a classic example of federal and provincial governments meeting behind 
Closed doors to exclude alternative interests and arrange matters in their 
own interest. For this reason, women’s groups were also hostile to the 
future role for executive federalism implied by the provisions for annual 
FMCs. Similarly, they were suspicious that provincial nomination of judges 
would sensitize the court to regional perspectives to the possible exclusion 
of other concerns and other bases of representation. 

The failure of the Meech Lake Accord to extend recognition to com- 
munities which did not fall within the traditional concerns of the federal 
system was particularly poignant in the case of Canada’s aboriginal peoples. 
The Meech Lake agreement came only a few weeks after the failure of the 
final Conference instructed by the 1982 Accord to find a formula for 
entrenchment of aborginal rights in the constitution. Native groups had 
been represented in these conferences, but no compromise could be found 
between the aboriginal claim for a substantial measure of self-government 
and the concerns of several provinces that the implications for their 
programs, revenues and jurisdiction were so great that the parameters of 
self-government must be fully negotiated before they could be entrenched. 
Understandably bitter aboriginal leaders contended that the white govern- 
ments could settle their own affairs but lacked the commitment to do the 
same for them. , 

Canada’s multicultural groups had also found some recognition in the 
1982 settlement. They, too, criticized Meech Lake because it seemed to 
enshrine the dualism of French and English Canada as the fundamental 
sociological fact of the Canadian community, relegating the multi-cultural 
dimension to a lesser role. While the practical consequences would probab- 
ly be minor, and while the Mulroney government passed a Multiculturalism 
Act celebrating Canadians’ ethnic diversity, the criticism underlined how 
much the constitutional agenda had expanded and how important its 
symbolic aspects had become. 

These perspectives on Meech Lake suggested, just as Porter, Horowitz 
and others had in an earlier period, that there is a fundamental disjunction 
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between the society constitutionalized in the federal state, which represents 
and privileges territorial interests and identities, and an emerging society 
in which territory may be far less salient. While many critics sought a 
reconciliation between the distinct society notion and the individual rights 
of the Charter, and while others denied there was any real danger of a 
contradiction, there could be no denying the profound logical tension 
between the two concepts. 

As we have shown, such tensions are not new. They are to be found in all 
Canadian constitutional documents, from the Constitution Act, 1867, to 
the Constitution Act, 1982. Successive constitutional documents have ex- 
panded the competing concepts and shuffled the cards among them dif- 
ferently. But they have always left it to the political process, including (now 
more than ever) the courts, to define the relationships and the accommoda- 
tions over time. We have added new concepts of community, identity and 
citizenship, but we have not displaced older ones. Instead, we have woven 
them together in a complex web. And while emerging movements have 
often challenged federalism, it is also true that federalism at its heart 
legitimates the concept of a Canada based on diverse communities, at once 
autonomous and part of the whole — a model which in recent years has 
helped legitimate such newer concerns as multi-culturalism and aboriginal 
self-government. 

If the new movements challenged the institutions and practices of 
federalism, so in the Mulroney period federalism continued to interact with 
the politics of class-based economic divisions. As Keith Banting observes, 
“basic structural changes in the economies of western nations and ideologi- 
cal shifts have transformed the politics of the welfare state”. (1987, p. 21). 
The dominant pattern in this period has been “the dreary process of 
restraint and retrenchment, for the most part incremental, but occasionally 
more dramatic” (p. 11). 

As a result, these were also difficult times for organized labour. Its 
primary task was to preserve as many of the gains of the previous generation 
as possible. In this, Canadian labour leaders appeared to be much more 
successful than their counterparts in the United States and the United 
Kingdom, where union density fell dramatically and the political power of 
trade unions was sharply curbed. 

The new federal government was not bent on a Thatcherite revolution 
for Canada, despite its market orientation. The government quickly backed 
down in the face of popular mobilization after it announced early in its term 
that it would limit the rate of increase in Old Age Security. It established a 
Royal Commission on Unemployment Insurance, the Forget Commission, 
which recommended, among other things, the elimination of extended 
regional benefits in order to minimize its redistributive effects and cast it 
more as a true insurance system. But the government did not adopt this 
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recommendation. While some highly visible and contentious spending cuts 
were made, the government relied at least as much on increased taxation in 
its only-partially-successful battle against the budget deficit. 

The government’s market orientation was most dramatically displayed in 
the free trade initiative. Trade unions feared that a completely open border 
would in the long run greatly increase the power of mobile capital over static 
labour and would set in motion pressures for harmonization with American 
policies which would be likely to erode some of Canada’s more progressive 
social and taxation policies. Thus trade unions were among the leaders of 
the coalition of groups which mobilized to attack the agreement. 

It was at the provincial level, and especially in the western provinces hard 
hit by the recession and the subsequent slow recovery, that restraint cut 
most deeply. As before, class conflict was most evident at the provincial 
level and some of the provincial governments manifested the most 
thorough-going neo-conservative positions. Thus, in British Columbia, 
Alberta and Saskatchewan, further legislation limiting trade union power 
was introduced in this period (See Panitch and Schwartz, 1985, p. 1988). 
Similar battles were fought in Quebec and Newfoundland. Several provin- 
ces introduced draconian cuts in services and in public service employment. 
As Banting points out “virtually all provinces curtailed other aspects of 
their social assistance programs: eligibility rules were made more restric- 
tive...payments for special needs were reduced and in some cases 
eliminated; and more aggressive monitoring and enforcement procedures 
were put in place” (1987, p. 189). But the patterns were by no means 
uniform. The new Liberal minority government in Ontario, flush with 
buoyant revenues and bound by an agreement with the NDP, was particular- 
ly active in many areas of social legislation, including path-breaking pay 
equity legislation. 

The complexities of federalism have in the past been understood as a mild 
brake on development of the welfare state. In the 1980s most “innovation” 
in social policy was aimed at restraining its growth, redirecting it towards 
the promotion of increased efficiency, targetting its spending more effec- 
tively and experimenting with alternative delivery systems. Banting suggests 
that this altered climate allows us to test two distinct meanings of the 
proposition that federalism is a “conservative” force. It could limit 
“progressive” expansion or, alternatively, it could restrain change in either 
direction. His tentative conclusion is that the evidence of the 1980s suggests 
that federalism “constrains both rapid expansion and contraction in the 
scope of state activity”. It complicates the task of radical movements 
whether of the left or the right, and the process of federal-provincial 
negotiation “diversifies the range of interests and ideologies that are 
brought to bear” (p. 206). 
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Banting also argues that in a period of retrenchment the federal govern- 
ment is likely to be more constrained than the provinces. The federal 
government has a more diverse constituency and must balance a greater 
range of interests. Therefore, it is less likely than more homogeneous 
provinces to be captured by a single interest. A greater proportion of federal 
spending is found in statutory transfers to individuals and provinces, which 
are politically difficult to change. Ottawa’s role as regional balance wheel 
means that equalization and regional development spending is difficult to 
cut. Ottawa’s control over fiscal and monetary policy places it under less 
harsh budgetary constraints than the provinces. And when the federal 
government does consider cuts in programs such as Unemployment In- 
surance, the effect is to push additional costs on to provinces and to damage 
constituencies that have the ear of provincial governments. Therefore, 
provinces (of whatever ideological stripe) are likely to join the chorus 
Opposing them. On the other hand, cuts at the provincial level do not create 
the same incentives for Ottawa. Indeed they reduce its obligations under 
the Canada Assistance Plan. Accordingly, the provinces, if they are so 
inclined, are freer than the federal government to move in a conservative 
direction and the federal government has little incentive to try to stop them. 
The interaction between federalism and the agendas suggested by labour 
and by class divisions therefore remain complex. In this period, neither 
labour nor the NDP mobilized to attack trends in federalism, such as the 
Meech Lake Accord. 


Federal State 


Throughout the postwar period the scope of intergovernmental relations 
and their role in the policy-making process has become increasingly impor- 
tant. The fundamental reason lies in the extraordinary interdependence of 
federal and provincial governments, coupled with the salience of regional 
divisions and the political weight of both orders of government, which has 
precluded massive transfers of responsibility from one to the other. But the 
growth of intergovernmental relations, and its distinctive Canadian form of 
executive federalism has, as we have seen, generated a number of dilemmas. 
On one hand have been questions of efficacy and effectiveness: how has 
federalism affected the ability of Canadian governments to respond to the 
policy challenges facing the country? On the other hand, there have been 
questions of democratic accountability. Is the intergovernmental process 
consistent with the norms and values of responsible parliamentary govern- 
ment? 

In the previous chapter we saw that the 1980-84 Trudeau government 
responded with at least a partial no to each of these questions. It sought to 
reassert federal power and check what it saw as a drift to provincialism 


Collaborative Federalism, 1984-87 327 


which was undermining Canada’s policy effectiveness. Further, it sought to 
establish a more direct accountability between the federal government and 
Canadian citizens. It adopted a more competitive style of intergovernmen- 
tal relations, seeking to deemphasize cooperative federalism. 

In its turn, the Mulroney government promised to restore harmonious 
intergovernmental relations by reinstating collaborative federalism at the 
heart of the governing process. It moved quickly to bring provinces “inside 
the circumference of federal-policy-making” and to honour the promise of 
the Sept Isles Speech. The provinces, the government stated at the Novem- 
ber 1985 First Ministers Conference, were to be involved in national 
policy-making as “trusted partners in the business of managing the federa- 
tion, partners equally dedicated to its unity and prosperity” (quoted in 
Milne, 1986, p. 221). Said the Prime Minister: “I believe in a federalist state 
you should govern, to the extent humanly possible, in harmony with the 
provinces” (quoted in Graham, p. 391). There was a veritable explosion of 
intergovernmental meetings at all levels. There had been an annual average 
of five First Ministers’ Conferences between 1980 and 1984; in the first year 
of the Mulroney mandate, there were 13. There were 353 Ministerial 
meetings, compared to an annual average of 82 in the previous four years, 
and 72 Deputy Ministers meetings, compared with an average of 45 in the 
previous period. Many more of the meetings were now held outside Ottawa, 
more of them concentrated on the provinces’ agenda, and more were 
chaired by provincial ministers or officials. 

This commitment to cooperative federalism was manifested in a wide 
variety of policy areas. In fiscal federalism, for example, the government’s 
desire to reduce spending clashed directly with its desire not to antagonize 
the provinces. They were insulated from the first round of budget cuts, but 
in the Tories’ first budget in May 1985, the Finance Minister announced 
Ottawa’s intention to limit the rate of growth of fiscal transfers “in order 
to effect savings amounting to about $2 billion in 1990-91” with the “place 
and manner of achieving these savings” to be the subject of future discus- 
sions. Despite provincial protests, Ottawa persisted. The rate of increase in 
EPF payments would no longer be tied to inflation, but rather to the rate 
of growth in GNP, less two percent. 

Tax reform was also high on the government’s agenda. The government 
sought to simplify the income tax system, reducing marginal rates while 
closing loopholes, and to move towards a comprehensive national sales tax. 
The close integration of federal and provincial tax systems, one of the 
achievements of the federal system, meant that it was “inconceivable that 
comprehensive reform could proceed in Canada without intensive consult- 
ation with and, indeed, the substantial agreement of, the provinces” 
(Stewart, 1987, p. 122). It was necessary to ensure that the provinces would 
not occupy any new tax room opened by the federal reform. More impor- 
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tant, given the presence and variations in existing provincial sales taxes, any 
new integrated National Sales Tax would, whatever its advantages in 
economic efficiency and ease of compliance for tax-payers, await federal- 
provincial agreement. 

Similarly, post-secondary education remained on the national agenda. In 
the spring of 1985 A. W. Johnson, a former senior federal official who had 
been commissioned by the previous government, issued a report which 
supported those who argued that provinces were “diverting” post-secon- 
dary education transfers to other purposes. The actual federal share of the 
operating costs of the institutions, he calculated, ranged from 60 percent to 
107 percent. In five provinces the value of the transfer exceeded the 
provinces’ own spending. There was a widespread feeling that Ottawa and 
the provinces had failed “to establish any coherent and coordinated federal- 
provincial national priorities for higher education” (Watts, 1986, p. 171). 

But the continuing dilemmas about national purpose versus provincial 
variation were posed most sharply in the debates on Meech Lake and free 
trade. 

Free trade posed the question of how federalism could be adapted to the 
exigencies of a world in which global and North American interdependence 
pressed ever more sharply on domestic policy-making institutions. So long 
as international trade policy emphasized tariffs, monetary policy and the 
like, then federal dominance in the area was assured. But increasingly, 
institutions such as the GATT were turning their attention to subsidies, 
procurement policies and other non-tariff barriers. Many of these, inevitab- 
ly, would be programs and activities undertaken by provincial governments. 
Similarly, from the start it was clear that American negotiators in the free 
trade discussions were anxious to include provincial practices in any agree- 
ment and to ensure that it would be binding on the provinces. Already actual 
or threatened American trade actions against Canadian soft-wood lumber, 
cedar shakes and shingles, fish and other products — all based on alleged 
“unfair” subsidies or trade practices — were aimed at either provincial 
policies or federal policies directed to stimulating regional development. 

These developments meant that the “constitutional gap” identified by the 
Macdonald Commission was becoming less and less tenable (Report. Vol. 
III, pp. 151-56). The Constitution Act assigned to Ottawa the power to 
speak for Canada abroad and to negotiate international agreements. But, 
as we noted earlier, when it came to treaty implementation the federal- 
provincial division of powers was to prevail. The underlying question, 
therefore, was whether federalism, with its divided authority in such mat- 
ters, would hobble Canadian efforts to develop a coherent, unified bargain- 
ing position and to adapt its economic and social policies to the new 
exigencies. Would federalism have important consequences for Canada’s 
ability to project its interests abroad and, in the long run, would the changed 
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international environment itself alter the internal dynamics of Canadian 
federalism? | 

The first question for the free trade discussions was what role should the 
provinces play at each stage. Most provinces warmly endorsed the free trade 
initiative, and at the November 1985 FMC, they agreed on the principle of 
“full provincial participation” in the trade talks, without defining the 
phrase. To Premier Peterson of Ontario and some others it meant that the 
negotiations would be from first to last a joint responsibility and should be 
directed ultimately by the First Ministers, to whom the Chief Trade 
Negotiator, Simon Reisman, should report. To the federal government, it 
meant that the the provinces should be informed and consulted. 

By the summer of 1986, a procedure was in place (Brown, 1989). The First 
Ministers met every 90 days throughout the process to review progress. A 
Continuing Committee of officials monitored the discussions even more 
Closely. The final agreement appeared to have been written to infringe as 
little as possible on provincial jurisdiction, but it did include a clause in 
which Ottawa committed itself to use all available powers to ensure provin- 
cial compliance where they were affected. 

But there remained many uncertainties of the sort that we have explored 
throughout this volume. Federalism had “worked” in these negotiations, 
but would it work in the future? Many voices had argued that federalism 
was “obsolete” given the new challenges governments faced in the Depres- 
sion era. Now it could be argued that the new global environment equally 
required major adaptation of the federal system. Would the costs of diver- 
sity inhibit Canada’s ability to respond? And if so, was the appropriate 
response to centralize the power to implement international agreements, 
as in the U.S. and Australia, or was it once again to search for a new 
collective mechanism for intergovernmental agreement on such matters? 

And what of the effects on federalism? Some critics of the trade agree- 
ment, such as the government of Ontario, (which, along with Prince Edward 
Island remained opposed to some aspects of the arrangement) saw in it 
another “new face of centralism”. They pointed out that while the agree- 
ment placed few limits on existing provincial activities, it indirectly affected 
many more. It opened the possibility that the courts might now expand the 
scope of the federal trade and commerce power, catching in its net many 
provincial activities which had before gone unchallenged. 

Others saw the long-run effect ofa free trade agreement as decentralizing. 
In the short run, the most direct constraints would operate on the federal 
government. Historically the tariff had always been the primary instrument 
of federal industrial policy; now it would no longer be in the armoury. Other 
instruments of industrial policy, such as the ability to favour domestic 
industries in investment or to use energy policy as a means of economic 
development, would be sharply constrained. Generally, the logic of Canada- 
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USS. free trade could be seen as undermining one of the central rationales 
for the very existence of a federal government since 1867 — the creation of 
an east-west economy and the stimulation of economic linkages among 
Canadians. Some also saw a threat to another central rationale for Ottawa 
within the Canadian political economy — its ability to act as a balance wheel, 
redistributing resources and development across Canadian regions. 

From this perspective, each Canadian region would be on its own in the 
global and North American environment, trading wherever the oppor- 
tunities were greatest, with no preference for strengthening economic 
linkages with other Canadians. With the federal rationale undermined and 
its instruments constrained, it was possible that, while they would also be 
constrained, provinces would play a greater relative role in economic 
development. 

Finally, as the Ontario government pointed out, the closer intermeshing 
of the Canadian and American economies and the linking of their economic 
policies could mean that there would henceforth be another presence at the 
federal-provincial bargaining table. The Agreement itself would constrain 
the kinds of federal-provincial arrangements which might emerge and 
American negotiators might put pressure on the federal government to 
monitor and control provincial activities more closely. 

It is impossible to predict such consequences with any certainty. But from 
the longer perspective of this study, it should be realized that the trade 
agreement is simply the latest step in the evolution of the new international 
policy which Canada adopted after World War II. Many of the external 
pressures and constraints which the agreement underlines are the product 
of this larger historical development and would exist in one or another form 
with or without it. In this sense, the agreement underlines a larger lesson 
about the blurring of the distinctions between international forces and 
domestic policy with important consequences for the operation of the 
federal state. 

The Meech Lake Accord was less a response to a changing international 
environment than it was an attempt to resolve continuing dilemmas within 
the domestic framework of federalism. It too raised questions about 
centralization and decentralization, national versus provincial purposes, 
and the management of the interdependence characteristic of modern 
federalism. The Accord made no major change in the division of powers, 
except to broaden and to constitutionalize the provinces’ role in immigra- 
tion, already an area of joint constitutional authority. But in other respects 
it further institutionalizes and entrenches the provincialist shift which, with 
the exception of the 1980-84 period, has characterized the evolution of 
Canadian federalism since the 1950s. It does so in a number of ways. 

At the level of constitutional amendment, it extends the logic of the 1982 
Constitution Act by making it even more difficult for a national majority 
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to impose its conception of national purpose on a dissenting province. It 
does so by expanding the number of areas in which unanimous agreement 
is necessary to make an amendment and by increasing the availability of 
fiscal compensation for a province which does not participate in an amend- 
ment altering the division of powers. The amending process thus continues 
to demand a very high level of intergovernmental consent. It is designed to 
protect provinces against the power of national majorities. 

Second, the Accord partially provincializes two of the central institutions 
of federalism. Supreme Court Justices and Senators (at least until further 
Senate reform is agreed upon) will be appointed from lists of provincial 
nominees. This underlines a model of federalism which sees these institu- 
tions as the guarantors of the federal bargain rather than as institutions of 
the national government. These provisions are also a first formal recogni- 
tion of the intra-state model in which federalism is to be manifested not 
only in relations between levels of government but also in the operations 
of the central government itself. As we discussed earlier, such models can 
be designed either to represent governments, and thus to reinforce provin- 
cial governments as representative of regions, or to represent citizens 
directly and thus, at least potentially, to undercut provinces. Meech Lake 
reflects the former variant. 

The tension between national purpose and provincial variation is most 
clearly reflected in the new section 106A which concerns the federal spend- 
ing power. By providing an explicit constitutional base for the federal 
spending power, it reinforces the idea that the federal government can act 
in areas of provincial jurisdiction in the pursuit of national purposes. But 
by providing that provinces adopting programs “compatible with the na- 
tional objectives” may opt-out with fiscal compensation, it also constitu- 
tionalizes the idea that provinces may carry out these national purposes and 
that they may do so in varying ways. There are many ambiguities in this 
formulation, but at heart it restates the way the spending power has been 
used in practice throughout the modern period. As we have seen, opting- 
out has a long history. Shared-cost programs have always involved provin- 
cial delivery of services with relatively few, loose conditions; and have 
always provided for considerable provincial variation within them. They 
have never been used to ensure detailed intervention by the federal govern- 
ment. The balance between national purposes and provincial variation has 
always been a matter of negotiation. Again, this provision extends and 
constitutionalizes a past evolution, rather than reversing it. 

All these provisions also reinforce the necessity of extensive collaborative 
federalism. Governments must jointly decide on amendments, use of the 
federal spending power, and appointment of judges and Senators. In recog- 
nition of this, the Accord (also for the first time) places the machinery of 
intergovernmental relations in the constitution, calling for annual First 
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Ministers’ Conferences on the Economy and on the Constitution. The 
change is formal and symbolic. Such Conferences emerged as a central part 
of Canada’s governing machinery throughout our period, a product of the 
inevitable interdependence among governments and of the political 
strength behind each of them. No new roles or responsibilities are assigned 
to them. 

The debate on the Accord echoes and sharpens debates about the federal 
state we have traced throughout this volume. Those who argue for the 
primacy of the national community and of the national government as its 
advocate believe that the Accord entrenches provincial powers which make 
such a vision more difficult to achieve. Those who argue that contemporary 
policy challenges require more centralized authority see in Meech Lake a 
tilt the other way. Those who seek common, national standards see a 
legitimation of provincial differences. Those who believe that the political 
system needs to be reoriented to minimize the salience of territory, giving 
greater weight and attention to other needs and interests, see a set-back to 
such aspirations. 

On the other hand, those who believe that nation-building must be 
constructed on a foundation ofrepresenting and incorporating regional and 
linguistic differences, and who see the equal legitimacy of federal and 
provincial governments and communities, find their conception embraced 
in the Accord. Those who seek to protect provincial interests against 
national majorities and a national government necessarily dependent on 
the votes of the more populous regions are reassured. Those who regard 
the essence of federalism as the ability of government to vary policy respon- 
ses in light of the differing preferences of their constituencies see en- 
couragement in Meech Lake. 

If Meech Lake triggered renewed debate on such questions, it also 
triggered one on the relationship between federalism and the quality of 
democracy in Canada. It has highlighted the growing tensions among the 
conceptions of democracy embedded in each of the three major “pillars” of 
Canadian government. We have already discussed the tensions between the 
“distinct society” clause, with its conception of the rights of a provincial 
linguistic community, and the idea of individual rights in the Charter. As 
early as the 1950s voices were being raised about the potential tensions 
between federalism and Parliamentary government. The logic of par- 
liamentary government is one of majority rule; federalism entrenches rule 
by multiple majorities and, as we have seen, constrains the ability of 
national majorities to impose their will on provincial majorities. The 
abiding issue is which kinds of majorities are appropriate for which kinds 
of purposes. 

But the primary democratic critique of contemporary federalism lies in 
the relationship between executive federalism and democratic account- 
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ability. The Breau Task Force on fiscal federalism (Canada, 1981) and 
Others had queried how effectively the federal government could be held 
accountable if a significant proportion of the funds it raised were trans- 
ferred to provinces with limited conditions. And how could provincial 
governments be held accountable to their electorates when they were 
spending funds they had not raised? The more governments were enmeshed 
with each other and the more central to decision-making intergovernmen- 
tal agreements became, the more the accountability of governments to their 
own legislatures was eroded. The more intergovernmental conferences 
were to take on the roles of a legislature, the greater the concerns about 
their own lack of accountability. 

These concerns crystallized in the Meech Lake debate. It was to be 
enacted according to the procedures adopted in 1982, and in important ways 
these were more consistent with parliamentary norms than previous 
processes. Prior to 1982 most amendments were agreed to by executives 
alone, although requests to Britain required a Resolution by Parliament. 
Now, every legislature would have an opportunity to assess proposed 
changes. Nevertheless, the carefully balanced intergovernmental com- 
promise was presented as a fait accompli. Any amendment to it in any 
legislature would be likely to unravel it, forcing a return to the inter- 
governmental bargaining table with no certainty of renewed agreement. 
Hence, the governments said that only undefined “egregious” errors in the 
text would be cause for reopening discussion. Thus legislatures were faced 
with the simple alternatives of voting the agreement up or down. To many 
Critics this rendered the legislative debate and committee hearings a sham. 

Some criticism went further, suggesting that even the wide support for 
the Accord by both governments and opposition parties in most legislatures 
did not meet the desirable test of democratic legitimacy for constitutional 
enactments. For them the test must be popular ratification through referen- 
dum, as proposed but rejected in 1980-81, an indication of just how much 
recent events had shifted the constitution from a bargain among govern- 
ments to a bargain between citizens and government. 

The most thorough-going critique of executive federalism has been sug- 
gested by Albert Breton (1985). For Breton, the virtue of federalism lies 
principally in the opportunity it provides for governments to compete for 
popular support. In so doing they increase the likelihood of responsiveness 
to citizen preferences. This virtue is undercut by a federalism which em- 
phasizes collaboration and agreement among governments. The danger is 
that these governments will constitute a closed “elite cartel” who will 
arrange matters to their own benefit, collectively agreeing to exclude 
broader concerns and to ensure their own continuing power and status. 
Moreover, in emphasizing agreement, they will sacrifice the benefits of 
policy variation. Breton therefore advocates a more competitive model of 
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federalism in which governments openly compete for public support and 
act unilaterally within their assigned powers. Coordination will occur as 
each adjusts to the actions of others. Intergovernmental relations should 
be relegated to the tidying up of administrative arrangements once the basic 
policy decisions have been made through an open political process. 

The logic of policy-making through the collective agreement of inde- 
pendent executives has been criticized in other settings as well. Fritz 
Scharpf analyzes the “joint decision trap” which characterizes decision- 
making in the European Community and in the wide sphere of “joint tasks” 
in the German federation. In both cases, decisions effectively require 
unanimity. Instead of the creativity and flexibility offered by multiple levels 
of government, Scharpf suggests, the result of shared decision-making is 
often “either inefficient, or inflexible, or unnecessary and, in any case, quite 
undemocratic” (Scharpf, 1988, p. 247). The bureaucratic self-interests of 
governments are likely to predominate. Policy is difficult to change because 
non-agreement assures the continuation of the status quo, and at least one 
government is likely to prefer that to any alternatives on the table. Una- 
nimity in joint decision-making can work only if the participants share 
common interests or a common sense of the costs of failure to agree. 

These are indeed serious dilemmas. They may help explain how difficult 
it has been for the Mulroney government to translate the spirit of “recon- 
ciliation” into major new intergovernmental policy initiatives, despite the 
best ofintentions. Certainly, the “joint decision trap” bedevils constitution- 
al negotiations in which unanimity is required for a number of critical kinds 
of change. Explicit mutual agreement is required in few other areas of 
policy-making, but the intermeshing of joint programs and fiscal arrange- 
ments does require a high degree of cooperation. A central challenge for 
federal-provincial relations, therefore, is to find the means whereby the 
cooperation, coordination and consultation rendered imperative by the 
shared occupancy of the policy space can be reconciled with the virtues of 
competition, variety and governmental autonomy in charting policy and 
responding to citizen preferences. If the Trudeau era underlined the 
dangers of confrontation, the Mulroney experiment reveals the dangers of 
cooperation and conflict-avoidance. 

Throughout our history we have seen examples of both competition and 
collaboration. In the immediate postwar period the model was collabora- 
tive, but under federal leadership and within a broad consensus on the role 
and purpose of the state. Between 1960 and the early 1980s, the primary 
model was one of unrestrained competition in many forums. The literature 
in this era concentrated on the costs of this competition and suggested that 
in their competitive struggle for power, governmental elites were exaggerat- 
ing and accentuating the underlying differences, constituting the “other 
crisis” in Canadian federalism (Cairns, 1976). At the outset of the Mulroney 
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era many argued that there was a need to find bases for greater harmony 
and cooperation in order to get away from the destructive conflict which 
had marked intergovernmental relations in the preceding period. 

* Meech Lake is an example of just such intergovernmental collaboration. 
Those who oppose it see it as a prime example of elite conspiracy against a 
larger public interest. Those who defend it argue that, given the underlying 
dissension, it is only through elite accommodation that the delicate com- 
promises necessary for resolving such complex issues can be found. They 
argue it reflects a nation-building state-craft attainable in no other way, 
resolving a constitutional failure which could not be tenable in the long run. 
Thus for some, Meech Lake epitomized the vices of collaborative 
federalism; for others, its virtues. But in the longer run, the mechanisms set 
up by the Meech Lake Accord would not themselves predetermine whether 
the practice of federalism would be cooperative or competitive. The 
mechanisms of the Accord do indeed force governments to collaborate. But 
as they discuss Supreme Court appointments or new shared cost programs 
in the FMCs, they may do it openly or behind closed doors, cooperatively 
or competitively. The Accord itself says nothing about how the mechanisms 
will be used. They could equally be an arena for harmony or conflict, for 
increasing public awareness or for deeper secrecy. 


Conclusion 


Thus the Mulroney approach to federalism, epitomized in the Meech 
Lake Accord, does not predetermine the future course of federalism any 
more than previous federal governments have done. By 1988, federal- 
provincial conflict was greatly muted in comparison with the preceding 
periods. Much of the credit must go to the government’s commitment to 
national reconciliation and, especially, its commitment to reconciliation 
with Quebec. But equally, this increased harmony is a product of the kinds 
of larger forces which, throughout our study, have driven the evolution of 
Canadian federalism. The primary dilemma lies in the fact that federalism 
and intergovernmental relations are now conducted in an environment 
made more complex and multi-dimensional by changes both within 
Canadian society and in the global environment. 

In the preface to the second edition of Canada in Question, D.V. Smiley 
confessed that he almost failed to complete it, so disheartened was he by 
the fear that the federation could not survive the “compound crisis” of 
French-English relations, regional tensions and relations with the United 
States. In the preface to his 1987 sequel, The Federal Condition in Canada, 
Smiley reverses his view. Federalism was now to be understood as a highly 
resilient and stable system of government for Canada. “In retrospect, it 
appears that I and most other observers...very much over-estimated the 
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strength of Quebec nationalism and provincialist influences else- 
where...and very much underestimated the capacity of the system to 
respond effectively to such divisive pressures” (1987, p. xi). 

Our analysis suggests that there is much truth to this statement. Even at 
the height of the battles over Quebec sovereignty, energy and the like, 
surveys showed that most Canadians attached great importance both to the 
national and their provincial communities. Only a small percentage of 
Quebecers ever supported separation fout court, even tinier minorities 
supported western separatism. And the federal system, however messily, 
did indeed provide a framework for accommodation. Even before the end 
of the Trudeau era the drive had gone out of the current phase of Quebec 
nationalism. Agreements on energy and other matters had been worked 
out. It may indeed have been the case that the academics’ fascination with 
crisis and conflict and the politicians’ interest in exacerbating differences 
overemphasized the depth of conflict and the strains on the system. But it 
would be equally wrong to see these conflicts as artifacts of the expansionist 
drives of politicians. These conflicts were linked to fundamental differences 
in political economy and in basic values and identities; they were a product 
at once ofa changing society and changing roles of government; they placed 
enormous strains on the Canadian political fabric and, for a time, did indeed 
have the potential to end the Canadian political experiment. Thus, the 
question is not so much whether we have exaggerated the depth of conflict 
in the past, but rather whether we have captured the forces, domestic and 
international, societal, institutional and personal, which account for chan- 
ges over time. 
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Conclusions 


Our model does not provide a crystal ball which allows us to predict the 
future. It has identified some of the primary variables which, according to 
their direction and magnitude, have shaped Canadian federalism in the past 
and which may be expected to determine its evolution in the coming years. 
The pivotal point of our analysis has been the way in which the changing 
economic and social roles of the state have cast and re-cast the essential 
character of Canadian federalism, defining the purposes and the dilemmas 
of intergovernmental relations. Our thesis in this regard could be stated as: 
federal form follows state function. But changes in the degree of centraliza- 
tion of the federation can take place even in the absence of fundamental 
changes in the role of the state, as with the birth of classical federalism in 
1896, and in the decentralizing trend of modern federalism since the 
Reconstruction decade. We sketched the dynamics of the societal accom- 
modations and political alliances that give rise to these changes in the 
substance and division of state functions. Finally, we grounded these 
dynamics in the evolution of international and domestic political economic 
structures. 

In the 1940s and 1950s we saw that issues of federalism — debates about 
the structures of federalism framed in terms of rival conceptions of 
Canadian identity and nationality - were muted. Federalism was by no 
means unimportant but the driving forces, to which federalism was required 
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to adapt, came from other sources. In Chapter 7 we examined some of the 
reasons for this, from a benign international climate which minimized 
regional economic conflicts of interest to a political preoccupation with the 
building of the Keynesian welfare state which did not threaten enduring 
provincial identities and loyalties outside Quebec. Many observers saw in 
these developments the obsolescence, if not the disappearance, of 
federalism. 

In the 1960s and 1970s we saw how both domestic and international forces 
combined to increase the salience of regional differences of interest, to 
energize regional loyalties and to exacerbate intergovernmental tension. 

More recently still, we have noted several straws in the wind, difficult to 
assess because they are so new, which suggest a return to a federal dynamic 
more similar to that of the 1940s and 1950s than to that of the 1960s and 
1970s. The international climate is at once less regionally divisive and more 
threatening to the country as a whole, suggesting that economically rooted 
regional tensions may decline in political prominence. Issues of social 
justice and national economic renewal, which are more likely to divide 
Canadians along class, gender and ethnic lines than along linguistic and 
regional lines, increasingly preoccupy the Canadian electorate. The emer- 
gence and growing strength of entirely new bases of political organization, 
rooted in new definitions of collective identity such as the critique of 
traditional gender roles developed by contemporary feminists, injects a very 
different agenda into Canadian politics. Moreover, the existence of the 
Charter — a document largely hostile to regional identities and par- 
ticularities, and as available to non-territorially organized interests as to 
territorially organized ones — provides such movements with an important 
new political instrument for the realization of their goals outside traditional 
federalist institutions. 

But if these indicators all point towards a politics less dominated by issues 
framed in terms of provincial identities and interests, we do not wish to 
suggest that what we are observing is a simple pendulum swing back to the 
status quo ante of the 1940s and 1950s. Much less do we wish to argue yet 
another version of the displacement thesis we criticized earlier. The 
regional and linguistic identities so sharpened in the experiences of the last 
two decades were not new; nor are they likely to disappear. They preceded 
the most recent round of province-building initiatives and they will remain 
as it subsides. Moreover, provincial governments now command a much 
greater share of fiscal and bureaucratic resources than they did in the 
postwar era. We are not likely to see an acquiescence to federal tutelage as 
in the late 1940s. Even then, it is worth recalling, provincial governments 
had the institutional capacity and political support to ensure that there 
would only be a limited shift of constitutional power to Ottawa. The 
amendment formula adopted in 1982, as modified in 1987, enhances the 
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capacity of provincial governments to block such changes in the future. 
Fiscal restraint limits the capacity of any future federal government to 
undertake the kind of centralizing push attempted by Trudeau after 1980, 
even if it shared his political vision and will. 

Thus, to argue that territorial divisions are likely to be muted and 
intergovernmental tensions less global and ideological is neither to predict 
a rapid expansion of central government authority nor to suggest that the 
“spirit of Meech Lake” augurs a generation of intergovernmental harmony. 
Indeed, it is always possible to envision conditions which would falsify even 
our cautious predictions of increased harmony. International develop- 
ments could well greatly exacerbate regional disparities and conflicts of 
economic interest, as they did in the seventies, while diminishing the 
capacity of the federal government to respond to them fairly and effectively. 
Domestic developments could also exacerbate tensions. Relative 
demographic or economic decline in Quebec, for example, could well 
stimulate a resurgence of Quebec nationalism, particularly ifit were accom- 
panied by a reduction of the federal government’s commitment to bilin- 
gualism. 

All this is to say that Canada is and will remain incorrigibly federal at both 
societal and constitutional levels. Our history makes it clear that this 
virtually rules out some paths of development. First, at the level of collec- 
tive identity, no vision of Canadian politics predicated upon the assumption 
that either the national or the provincial dimensions of Canadian identities 
can or will or ought to dominate the other is ever likely to prevail. The 
failure of Prime Minister Trudeau’s “new federalism” attests to the first half 
of this proposition; the defeat of Premier Levesque’s sovereignty-associa- 
tion option to the second. The Canadian political nationality must be based 
on the acceptance of the reality and legitimacy of citizen loyalties to both 
types of political community because the great majority of Canadian 
citizens strongly identify with both communities and view this “internal 
duality” as stable and beneficial rather than contradictory and undesirable. 

Second, and closely related, no vision of Canadian politics which asserts 
that territorially organized identities and communities will or ought to be 
entirely displaced by non-territorial ones , such as class or gender , will 
succeed. Territorially organized communities are core constituents of col- 
lective identity in capitalist nation states for at least two reasons. First, 
because the regional economic specialization which develops “naturally” 
in a market or quasi-market system creates close linkages between ter- 
ritorially defined communities and the economic interests of their in- 
habitants vis-a-vis those of other regions. Second, because such 
communities correspond to, and are nurtured by, the way in which political 
power is organized, that is, by states, whether federal or unitary, which claim 
sovereign jurisdiction over territorially defined communities. 
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This is not to suggest that other, non-territorially organized identities 
cannot or will not emerge. But they will always coexist, synthetically or 
syncretically, with great scope for variation from one province to the next, 
with territorially organized identities. This, in turn, means that attempts to 
attach these new identities and interests exclusively to one order of govern- 
ment, rather than recognizing that they must be expressed and pursued 
through both orders of government, are doomed to fail. This is a lesson 
which the NDP, with its experience of provincial government and its 
endorsement of the Meech Lake Accord now appears to have learned. 

At the level of the state, there are parallel lessons. No global, centralizing 
model of federalism can succeed. Sir John A. Macdonald did not; neither 
did Pierre Trudeau, despite the exercise of enormous political will. On the 
other hand, no radical decentralizing project will succeed either. What is 
remarkable about the combined result of Meech Lake and the 1982 con- 
stitutional changes is that there is virtually no shifting of power among 
levels of government, despite the important changes in other respects. 
Centralizers will always be able to veto decentralizers, and vice versa. This 
is not simply a product of the amending formula. Governments in the 
future, as in the past, will often be unable to use even the powers that they 
do undeniably possess because they run against the grain of popular opinion 
and organized interests. Several lessons follow from this. 

First, “province” and “nation-building” should not be seen as antitheti- 
cal. Economic and social development in every province, not just the poorer 
ones, is absolutely dependent upon the exercise of federal power. But, on 
the other hand, without an extension of federal authority beyond the limits 
which are conceivable in the absence ofa political or economic catastrophe, 
national economic and social development will continue to require the 
exercise of provincial jurisdiction. 

Second, if one is committed to nation-building in the sense of extending 
the federal government’s capacity for leadership, there are alternative 
means of trying to achieve this goal. One historical thread runs from 
Macdonald to Trudeau asserting, in effect, that national leadership is only 
possible in the space created by the absence of provincial power. But a 
second line, running from Laurier to Pearson, is equally nation-building in 
its commitment to making the nation wealthier and more just, yet recog- 
nizes the national dimensions of provincial activity and is willing to work 
with and through provincial governments. It may not be a coincidence that 
the 1963-68 Pearson regime was not only among the most activist in social 
and economic policy in Canadian history, but also the one that made most 
concessions to active provinces, particularly Quebec. 

Clearly there will be tension between the aims and methods of the two 
orders of government in many cases. The issue, which parallels the debate 
in France between Jacobin centralizers and those such as de Tocqueville 
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who defended the existence of intermediary institutions, is whether these 
tensions are, by and large, healthy. We return to this issue, and the various 
meanings which might be given to the term “healthy” below. 

Third, as long as the majority of Canadians remain committed to an 
extensive state role in social and economic policy, it follows that there is no 
escaping the interdependence of federal and provincial governments. Our 
history describes the extension of this overlapping and shared responsibility 
in one policy field after another. The growth of government took place at 
both levels; neither monopolized the new agenda. Indeed, with the free 
trade negotiations, and the general extension of international trade agree- 
ments to non-tariff barriers, we have recently seen a major extension of 
interdependence to the international arena. For some, the implication is 
clear: federal domestic economic powers should be correspondingly ex- 
tended. But this, too, appears impossible, not only because of the limited 
federal power to implement treaties but also because a national consensus 
in support of such an extension does not exist. 

If the centralizing alternative is blocked, our history also indicates it is 
unlikely that we may return to a sharp delineation of “watertight” compart- 
ments — the pre-war, classical model of federalism — in a redefined division 
of powers. All the movement has been the other way. While there will 
continue to be shifts between which order of government is the leader and 
innovator in a particular policy field, and more or less successful efforts to 
“tidy up” overlaps by administrative means will also continue, shared and 
divided responsibility is a permanent condition in Canada. Accordingly, it 
seems inevitable that Canada will be governed as a partnership between 
both orders of government as we deal now with the recurring questions of 
the past and as we confront new questions in the future. 

As Albert Breton (1985) reminds us, this does not and ought not to imply 
that all decisions are made jointly, or that action by either order of govern- 
ment cannot take place without first gaining the consent of the other. 
Jurisdictional overlap also entails competition in meeting citizen needs, 
and a public process of seeking to define issues and alternatives which 
increases the representativeness of the political system as a whole. The 
language of province and nation-building implies an image of provincial 
and central states engaged in the kind of zero-sum opposition that we 
associate with conflicts between nation-states. Our analysis argues, instead, 
that both federal and provincial governments must be seen as elements in 
a single Canadian state with overlapping, if distinct, constituencies and 
perspectives. 

It might be thought inappropriate to end our history with a normative 
question — how well have Canadians been served by the federal system and 
how might the workings of that system be improved? —since our prime focus 
has been on describing and explaining the evolution of that system. But if 
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our empirical arguments are correct and Canada will remain federal, both 
societally and constitutionally, then it is important to bring the historical 
experience examined here to bear on our political fate as Canadians and 
the ways in which that fate may be rendered as happy as possible. The 
important dilemmas that confront contemporary Canadian federalism may 
be organized around five major political values that stand in some form of 
tension with the institutions and practices of federalism: community, equi- 
ty, liberty, democracy and efficacy. 

The conception of community represented and expressed through our 
federal institutions remains problematic. We have seen how the commen- 
tary about Meech Lake revolved around the relative primacy of national 
and provincial communities, and alternative means of institutionalizing 
French-English relations. The Accord strikes a balance between the polar 
visions that emerged in the 1970s: a bilingual citizenry from sea to sea, and 
two unilingual nations. The optimistic view of this is that language could 
be set aside as a major source of conflict, opening the way to new political 
agendas and new coalitions cutting across the language barrier. The more 
pessimistic view is that demographic changes both inside and outside 
Quebec, along with new political values undermining the legitimacy of 
collective goals may soon erode the linguistic gains of the past quarter-cen- 
tury. If the struggles over bilingualism and special status come to seem 
remote, passé and perhaps even irrelevant to an increasing number of 
English Canadians animated by this new agenda, the way will be opened to 
the marginalization of French Canadians outside Quebec and, in the longer 
run perhaps, inside Quebec as well. Such developments could increase the 
importance of ethnic divisions once again, so that federal institutions would 
be asked to respond to imperatives pointing in very different directions. 

Setting aside this potential source of a revival of a politics dominated by 
ethnic divisions, what are the new axes of Canadian politics likely to be, and 
what implications do they have for federalism? We can see two types of axes 
that may well become more salient in the near future: first, collectivist 
challenges to federalist preoccupations and procedures, predicated upon 
non-territorially-based identities such as class and gender; and second, 
libertarian or individualist challenges to the value and rights of territorial 
communities and the governments that defend their interests. 

The new collectivist bases of identity and political mobilization give rise 
to challenges to the justice of existing economic and political institutions. 
These challenges often issue in demands for the extension of the roles of 
the state, whether to reverse the degradation of the environment, distribute 
the costs and benefits of dramatic economic adjustment more equitably, or 
socialize costs of child care hitherto borne by individual families. But at the 
same time these non-territorially based actors are often highly critical of 
the intergovernmental processes that rapidly growing governments have 
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found necessary (if not sufficient) to the effective execution of their new 
policies on the ground that these processes are undemocratic. We consider 
the relation between federalism and democracy below. Here we merely note 
that there is a deep tension between the demands of these groups for new 
processes of decision-making and their concern to expand the roles of the 
state. 

The traditional response of the “progressive” movements to this dilemma 
was to advocate a dramatic centralization of the federation. We have already 
suggested why we view this as an unrealistic “solution”, but this empirical 
critique does not address the view that says centralization may well be 
politically impossible in the foreseeable future, but so much the worse for 
social justice. To this position it may be replied that progressive innovations 
have been pioneered at the provincial level at least as often as at the federal 
level in Canadian history. More deeply, the “strength” of the state , if by 
this is meant its capacity to act in the interests of the less economically 
powerful against the more powerful , is not a function of its centralization, 
but of its legitimacy. And legitimacy is a function of the degree of correspon- 
dence or “fit” between the processes by which policies are formed and the 
substance of those policies, or between popular conceptions of procedural 
and substantive justice. The kind of federalism which now exists appears to 
exhibit such a correspondence. Hence, if the Canadian state lacks the 
legitimacy to carry out the reform agendas now or in the future, it will not 
be because modern federalism has weakened the state. Moreover, one 
reason Ottawa has often disappointed the progressives is precisely because 
it has necessarily had to be concerned with national unity and with balancing 
often conflicting regional interests. We saw how this blunted the federal 
reform drive in the depression and postwar years. International constraints 
will press harder and harder on the policy instruments — trade, tariff and 
fiscal policy — which the federal government does control. Coherent policies 
of either the right or the left are more likely to emerge at the provincial 
level. 

Libertarian challenges, rooted in the new third pillar of the constitution 
—the Charter of Rights — go to the rights of individuals against communities, 
whether territorial or non-territorial in character. The Charter recognizes 
rights other than individual rights, but it has become a basis for such 
challenges to language legislation and to various aspects of aboriginal 
self-government. It may also be used to restrict the rights of federal and 
provincial governments to make policy in areas encroaching on private 
property rights, including free collective bargaining, transforming long- 
standing relations between governments and populations, as well as limit- 
ing parliamentary sovereignty. 

Furthermore, such challenges will raise fundamental political and 
philosophical questions about the appropriate way of conceiving the rela- 


Conclusions 345 


tion between individual autonomy and the requirements of the com- 
munities within which those individual autonomies are constituted. 
Canadian political and legal culture is steeped in the language of how to 
reconcile or balance the conflicting needs of different communities, but the 
battles that are shaping up in the future will pose difficult new challenges. 

The debates surrounding Meech Lake also underline continuing dilem- 
mas concerning the relationship between federalism and democratic values. 
Critics of the Accord challenge not only its substance but also the process 
of intergovernmental elite accommodation by which it was achieved. The 
legitimation of federalism as intergovernmental collaboration accentuates 
long-standing tensions between the norms of federalism and those of 
Parliamentary government. So long as governments operated in “water- 
tight” compartments this tension did not exist; both orders of government 
were directly accountable to their respective legislatures. But the overlap- 
ping of federal and provincial responsibilities blurs the neat lines of formal 
accountability. The negotiation of intergovernmental arrangements which 
can be subject to legislative scrutiny and debate but cannot be easily 
modified further strengthens executives against legislatures. It will be im- 
portant in the future to seek more ways to ensure that citizens and groups 
gain access to intergovernmental processes in advance of the negotiation 
of Accords, and to improve the capacity of legislatures to scrutinize effec- 
tively the conduct of governments in the intergovernmental arena. 

Senate reform will raise similar dilemmas within the federal Parliament. 
In a truly revitalized Senate could the government remain accountable only 
to the Commons? Moreover, all serious proposals for Senate reform are 
predicated on the assumption that Parliament must move away from the 
principle of simple majority rule to one in which smaller regions are 
weighted more heavily, and provinces, not individual citizens, are weighted 
equally. Indeed, such “reforms at the centre” may pose more problems for 
democratic norms than the intergovernmental process. Certainly they can- 
not be regarded as a resolution of the tensions between democratic and 
federalist values. 

The obvious tension between federalism and the emergence of executive 
federalism does not tell the whole story about the relationship between 
democracy and political institutions. Executive federalism is just one 
manifestation of the larger tension between participant democracy and 
executive power in the modern administrative state. And federalism is much 
more than the intergovernmental relations we have stressed. It is also a 
system of multiple, responsive governments, dealing with the issues that 
arise in differentiated political communities. Such a model allows for a 
better fit between citizen preferences and public policies than a centralized 
model could. 
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Finally, the issue of the capacity of federal institutions to respond effec- 
tively to future policy challenges will remain. One perspective, already 
noted as the traditional position of the Canadian left, is that federalism 
limits Canada’s ability to adapt and respond to international pressures. 
Such pressures seem to carry the implication that it is vital to ensure all 
domestic actors are able to develop a common position, to speak with one 
voice, and to bend domestic forces to a common task. The diversity of 
interests in a federal society and the fragmentation of authority entailed by 
a federal constitution, are held on this view to make such national cohesive- 
ness in the face of external threat extremely difficult. Moreover, both 
dimensions of federalism may make it more difficult to achieve the col- 
laboration among labour, government and business which many see as an 
equally essential prerequisite of international competitiveness. 

But we would argue that just as “new-corporatism” as practiced in a 
number of European countries can make it easier to accommodate and 
respond effectively to international challenges in highly class divided 
societies, so also with our federal institutions in a society that is territorially 
divided. Nor should federalism necessarily be incompatible with neo-cor- 
poratist institutions, although they will undoubtedly require that we 
develop a uniquely Canadian, more decentralized version. This is not 
beyond our capacities. We have pioneered a form of federalism that is at 
once decentralized and effective at reconciling the kinds of conflicts with 
which federalism was designed to deal. Federalism is more than a necessity 
for Canada; it is a form of territorially dispersed authority possessing virtues 
which have been well summarized by Martin Landau: 


It promotes geographical equity, increases popular capacity to inspire respon- 
sibility and accountability, enables easier access to decision-points, reduces con- 
flict, and is more democratic. It is also more effective and efficient. It improves 
the delivery of services, solves the problem of switch-board overload, allows for 
careful consideration of local needs, encourages invention and innovation, 
provides more accurate descriptions of problems — it even eases national plan- 
ning problems through the provision of a more reliable information base. 

(“On the Concept of Decentralization”, 1981, p. 10). 


As Landau observes, these are claims rather than hard facts, but we 
believe that our survey of modern Canadian federalism provides consider- 
able support for their validity. Without sacrificing the vitality and respon- 
siveness of federalism, we have adapted the Canadian state to shifting 
political concerns and conceptions of the appropriate role of the state. The 
idea that federalism has been a strait-jacket on public policy cannot be easily 
sustained. Decentralization can enhance flexibility in an era of increased 
complexity, accelerating change and growing uncertainty. 
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In this sense, the evolution of our federal system over the last forty years 
has probably provided Canadians with a comparative advantage over na- 
tions characterized by more centralized, hierarchical political institutions. 
It is surely obvious by now that the interpenetration of political and 
economic institutions is so complex and profound in capitalist industrial 
democracies that such comparative political advantages ay with them 
important comparative economic advantages as well. 

We are confident that Canada’s federal institutions equip us well to meet 
current and future economic challenges. 
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